








THE MAGAZINE OF 


WALL STREET 
and BUSINESS ANALYST 


Member of Audit Bureau of Circulations 


Volume 74, No. 3 May 13, 1944 
The Ticker Publishing Company is affiliated by common ownership with the 
Investment Management Service and with®no other organization. It publishes 
The Magazine of Wall Street and Business Analyst, issued bi-weekly; The 
Investors Guide, Adjustable Stock Ratings, issued monthly; and The 
Investment and Business Forecast, issued weekly. Neither the Ticker Publish- 
ing Company nor any affiliated service or publication has anything for sale 
but information and advice. No securities or funds are handled under any 
circumstances for any client or subscriber. 


CONTENTS 








The Trend of Events 

As I See It. By Charles Benedict and Robert Guinn 

Projecting Security Trends. By A. T. Miller 

Slump-Resistant Sections of Business. By H. F. Travis 

The Dilemma of Thrift. By E. A. Krauss 

Are Corporate Earnings Topping Out? By Laurence Stern 

Happening in Washington. By E. K. T. 

As We Go To Press 

Selecting Best Stocks in the Most Promising Industries. 
No. 4—Household Equipment. By Ward Gates 


Industries and Companies Needing Post-War Expansion. 
By George W. Mathis 


How Large Institutions Time Investment Operations. 
By J. S. Williams 

Commercial Credit vs. Commercial Investment Trust. 
By Edwin A. Barnes 

8 Stocks Acting Well in Today’s Market 

For Profit and Income 

Keeping Abreast of Industrial ‘ni Caen oe, 

Opportunities for Income and Appreciation in Bonds and 
Preferred Stocks. By Jackson D. Norwood 

The Radio Stocks. By Phillip Dobbs 

Answers to Inquiries 

The Business Analyst 

Cover photo from U. S. Navy 





pseyion, 1944, by the Ticker Publishing Co., Inc., 90 Broad St., New York 4, N. Y. 
G. W. ‘yckoff, President and Treasurer, Laurence Stern, Vice-President and Managing 
Baier, Eugene J. Foley, Secretary. The information herein ts obtained from reliable sources 
and while not guaranteed we believe it to be accurate. Single copies on newsstands in U. S. 
50 cents, Canada, 55 cents. Place a standing order with your newsdealer and he will secure 
copies regularly. Entered as second-class matter January 30, 1915, at P. O. New York, Act 
of March 3, 1879. Published every other Saturday. 
SUBSCRIPTION PRICE—$10.00 a year in advance in the United States and its pos- 
sessions and Pan-America. Canadian and Foreign Postage, $1.00 additional per year. Please 
send International Money Order or United States Currency. 


TO CHANGE ADDRESS—Write us your name and old address in full, new address in 
full and get notice to us three weeks before you desire magazine sent to the new address. 


wan N REPRESENTATIVES—International News Co., Ltd., Breams Bldg., Lon- 
, B. C. 4, England. 


Cable Address—Tickerpub. 


CHRYSLER DE SOTO 
DODGE oh PLYMOUTH 
4 





NOW MAKING WAR PRODUCTS 





DIVIDEND ON 
COMMON STOCK 


The directors of Chrys'er Corporation 
have declared o div dend of seventy- 
five cents ($.75) per share on the out- 
standing common stock, payable 
June 14, 1944 to stockholders 
of record at the close of business 
May 20, 1944. 


B. E. HUTCHINSON 
Chairman, Finance Committee 
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Universal Pictures 
Company, Inc. 


& 


DIVIDEND 


The Board of Directors has declared 
a dividend of $1.00 per share on the 
outstanding stock of the Company, 
payable May 31, 1944 to stockholders 
of record at the close of business 
on May 17, 1944. 
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1f. 
ICS COLUMBIAN 
CARBON COMPANY 


Ninetieth Consecutive 

Quarterly Dividend 
The Directors of Columbian Carbon 
Company have declared a regular 
quarterly dividend of $1.00 per share, 
payable June 10, 1944, to stockhold- 
ers of record May 19, 1944, at 3 P. M. 
GEORGE L. BUBB 

Treasurer 








Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


Allegheny Ludium Steel Corporation has declared a 

dividend of rey (35) cents per share on the 

Common Steck of the Corporation, payable on June 30, 
1944 to stockholders of record at the close 
of business June 9, < 
A dividend of $1.75 was also declared 
on the Proferred Stock of the Corporation 
payable on June i, 1944 to stockholders of 
— at the close of business May 15, 


E. J. HANLEY, Sec’y & Treas, 




















WARTIME 
INVESTMENT 
STRATEGY 


Would you like to check your invest- 
ment strategy with that of Babson’s? 
If so, clip this advertisement, send 
it to us with a list of 7 securities you 
own. We'll tell you whether our 
strategy is to Hold or Switch. No cost 
or obligation. Write Dept. M-15. 


BABSON’S REPORTS, INC. 


Babson Park 57, Mass. 











General Electric Phote 


Investors and business men would be a lot happier about the much predicted, and quite probable, post- 


war consumer goods boom if we did not meanwhile have to go through a shake-down readjustment 


period of somewhat uncertain scope and duration. However, some sections of business are "slump- 


resistant." They, and selected companies therein, are discussed in the article beginning on page 116 
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HILE WE WAIT... In all thinking minds the in- 
vasions of Fortress Europe, and their subsequent implica- 
fons, are awaited with tense uncertainty. Meanwhile 
thanges in major policy planning both by business men 

d Government are necessarily held in abeyance. The 


an be conclusive. Weeks may pass before we have an 
dequate basis for judgment as to the probable duration 
Mf the war; and the initial snap-judgment response of 
investors, speculators and business men to the invasion 
ispatches may conceivably prove erroneous one way or 
the other. 

To hold that these fateful coming events have been 
“discounted” seems to us a tenuous and superficial view. 
here is nothing of certainty in war, no matter how care- 
ful the preparation; and not even Gen. Eisenhower would 
be rash enough to assume to forecast the precise pattern 
of results. They may be more or less favorable than one’s 
guesses allow for. The point we make is that no one can 
intelligently discount what it is humanly possible to fore- 
see. Under these circumstances, it seems to us that pre- 
dictions as to the possible future changes in business, 
national income, employment and markets—especially the 








first news accounts on the great event—or events—hardly 
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BUSINESS ITSELF 


The Trend ef Events 


decline in total production experienced since last Octo- 
ber. In short, it appears likely that production will con- 
tinue to point gradually and moderately downward even 
if victory in Europe proves to be delayed. In the event 
of victory this summer—which few seem to expect—there 
would most likely be a sharp volume drop before the year 
is out. On authority of the War Production Board, it is 
stated that defeat of Germany will promptly release 35 
per cent of present industrial capacity devoted to war 
work, and involve a cut of $25 billions in annual rate of 
war output. The apparent WPB view that war with 
Japan will require nearly two-thirds of the maximum 
production effort required for war with both Germany 
and Japan will surprise most “armchair” observers and 
perhaps may prove over-conservative. 


WAR PRODUCER PROFITS... Charges that profits in 
war industries are excessive have again become promi- 
nent in recent weeks, especially as voiced by certain 
union leaders in their campaign for higher wages in the 
steel industry. To the unions—their purpose being prop- 
agandistic—the actual facts are immaterial. But they are 
not, or should not be, immaterial to the public at large. 











timing thereof—should be voiced with becoming humility The public interest is involved because the general pub- 
and reservation. lic pays the bill for war-industry wage profiteering both 
st- 1 We can be sure, however, that the invasion forces have in an increased cost of living and in high taxes. The 
already been equipped and supplied and that huge re- public interest is also involved because the swollen wages 
ant Teerves of equipment and supplies exist. We also know are being paid in very substantial measure via marking 
that new orders have been declining and that only large up more and more Federal debt to be serviced. 
IP" fbacklogs have prevented more than the small and gradual The National City Bank has just made up a composite 
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1940-1943 financial record of fifty leading and representa- 
tive corporations active in war production. Comparing 
1943 with 1940, when we were not at war, here are the 
significant changes in millions: 

Sales, $20,567 against $8,292, up 148%; cost of pur- 
chased goods and services, depreciation, interest and other 
expenses, $10,497 against $4,201, up 150%; balance of 
gross income, $10,070 against $4,091, up 146%. This 
balance of gross income was distributed as follows: Wages 
and salaries paid, $7,333 against $2,699, up 172%; total 
taxes, $2,097 against $646, up 225%; dividends paid $419 
against $494, down 15%; income retained, $221 against 
$252, down 12%; total net income, $640, against $746, 
down 14%. 

Comparison of the percentage distribution of the bal- 
ance of gross income of 1943 and 1940 is as follows: 
Wages and salaries 72.8% against 66%; taxes, 20.8% 
against 15.8%; net income, 6.4% against 18.2%. Inci- 
dentally, the net income was less than in the fairly active 
peace year 1937—a year whose production, we are told, 
would be a post-war depression level from labor’s point 
of view. If this is corporate profiteering, then this pub- 
lication just does not know the meaning of term. 


NO TIME TO LOSE... No one knows how long the 
war in Europe may continue. For that reason we must 
be prepared for a long war. That, of course, is the policy. 
But suppose the war ends soon. It is equally necessary 
that we be prepared for that. Unfortunately, however. 
we are not so prepared. Many weeks have now passed 
since issuance of the Baruch-Hancock recommendations 
for “unwinding” our war economy. But very little has 
been done about it. 

Recognizing the need for speed, Senator George ad- 
vocates a war contract termination law, leaving other 
parts of the “unwinding” problem to be dealt with in 
subsequent legislation. A bill embodying the George 
plan was quickly adopted by the Senate. It is to be hoped 
that the House can see the wisdom of falling promptly 
into line on this measure. 

War contract termination is by no means only a prob- 
lem of the reconversion period, though in that respect 
it is vitally important to an orderly transition to peace. 
It applies also to the continuing war effort. Many con- 
tracts are already being ended, but often the working 
capital and facilities of the contractor are needed to 
handle other war work. Any law making for both fair and 
prompt contract settlements is a good law since it is in 
the interest both of maximum efficiency of our economy 
in war production and of subsequent transition to peace 
production with the minimum of delay and economic 
dislocation. 


OUR FOOD OUTLOOK .... The sudden ending of 
rationing on all meats, except a few cuts of beef, was a 
complete surprise. Since OPA until a few weeks ago was 
talking more of possible scarcity than of surplus, the 
decision evidently was suddenly made. But, in our 
opinion, it was a very wise one because only thus can 
we begin to correct what has been a serious and poten- 
tially very dangerous unbalance in our food economy. 
We have been building up an unprecedented supply 
of food animals, but with a supply of grains inadequate 
to feed both the animals and (in the form of breads and 
cereals) the people. The risk of a disastrous grain 


shortage has for some time been present in this situation, 
That it has not occurred is simply a piece of remarkab| 
good luck in that we have had an unusual recent succes 
sion of years with weather favorable for bountiful crop, 
So far, the present crop year is off to a fairly promising 
start despite excessive spring moisture in some areas, bu 
the final grain harvests are still on the laps of the weath 
gods. OPA is not gambling. The real gamble woul 
have been to continue policies which keep excessive 1 
serves of meat animals trom slaughter. 


RETURN ON INVESTMENT .. . SEC figures show tha 
1,086 corporations paid income and excess profits taxe 
for 1942 equalling an average of 63.3 per cent of thei 
profits after post-war reserves, leaving 36.7 per cent of each 
earned dollar available for stockholders. Even if all the 
latter were distributed in dividends (actually only abou 
40 per cent was so paid out on the average), the shareholde 
in the lowest income group pays a 22 per cent tax on th 
dividends. In other words, for each dollar of net cor 
porate income earned this lowest-income investor could 
not possibly have, to spend or re-invest, more than 2% 
cents. Similarly, if all earnings were distributed, a stock 
holder with $30,000 income could get only 13 cents out 
of each dollar of profit, while an investor in the highes 
income bracket could have only 3.7 cents. 

Suppose the excess profits tax were eliminated and we 
hada straight 40 per cent corporate tax. Suppose further 
that a given company is successful enough to earn 20 pet 
cent, before taxes, on its net worth. Even so, the top bracket 
taxpayer who is a stockholder in this company might 
have a final return limited to 1.2 per cent on his invest: 
ment; while an individual in the 60% tax bracket—which 
applies to incomes of more than $22,000 after credits and 
exemptions—would obtain for himself on such an invest. 
ment a net yield of only 4.8 per cent. 

We cite these facts not because they are novel but be 
cause they have a definite and vital relation to the prob- 
lem of maintaining a high level of employment after the 
war. National policy, as we understand it, is to encour 
age in peace-time the maximum volume of productive 
capital investment, to favor new business ventures, to 
discourage monopoly. But if you look at the figures cited 
above you will see that the maximum investment return 
under present personal income tax rates, even with onl 
a 40 per cent corporate tax, is diametrically opposed to the 
stated national employment objectives. There is onl 
one way to get venture investment and that is to induct 
it by sufficiently attractive possible return. The irony 0! 
high taxes is that they do more than any other single 
factor to maintain Big Business in its dominant position 
while freezing out possible new competitors. Neither wat 
taxes nor probable post-war taxes will of themselves put 
any significant number of existing enterprises out of busi: 
ness—but they can keep numerous possible new enter: 
prises from ever being born. And that is exactly what 
the Government and self-styled “liberals” profess not 0 
want. 


THE MARKET PROSPECT... Our most recent invest: 
ment advice will be found in the discussion of the pros 
pective trend of the market on page 114. The counsel 
embodied in the feature should be considered in connec 
tion with all investment suggestions, elsewhere in this 
issue. Monday, May 8, 1944 
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COMMON SENSE VS. CONJECTURE AND RUMOR 


BY CHARLES 


BENEDICT & 


ROBERT GUISE 


Since we are waiting on the turn of events before — that military action in Europe and assured success would 


taking important steps in our affairs, we cannot afford to 
mistake conjecture for facts. Wishful thinking, too, will 
haunt us if we let it dictate our actions. Because of a 
dearth of facts, rumors are flying thick and fast. Every 
neutral capital sends out reams of material and inter- 
preters with varying opinions clutter up the press and 
the air. 

The recent news out of Stockholm that the Germans 
believe the only way out “is to fight to a finish” is seen 
by some to mean that a peace offer has becn made and 
rejected—and by others that it is a bid by Germany toi 
terms. This type of thinking goes on about every item 
coming particularly from Berne and Ankara. Speculators 
seek confirmation in the financial markets as a basis for 
activity. 

All sorts of fantastic rumors are running wild. One day 
it is whispered there will be no invasion—again that the 
Nazis will retire and put up no defense. And yet while 
these stories are still going the rounds, we hear a report 
that the Nazis have moved fifty divisions from the East- 
ern front to meet the invasion threat in the West and 
that Hitler will turn the Channel into a sea of burning 
oil—that the invasion will be subjected to overwhelming 
difhculties. 

All this rumor and conjecture is nothing more or less 
than the activity on the diplomatic front which is daily 
reaching an ever higher point of intensity. They are 
attempts to arrive at terms in the hope of shortening the 
war and avoiding the continuation of this bloody and 
devastating struggle. For Germany it is an attempt to 
prevent unconditional surrender. For the Allies, a way 
to shorten the war with the ultimate goal of lasting peace. 

It is wishful thinking pure and simple to 
believe that the Nazis will give up without a 


doubtless demand. Holding all the cards, they can afford 
to play this game without fear that it might be mistaken 
as weakness or uncertainty. If they succeed in this war 
of nerves they will have won a victory of the highest 
order. If not they still have the military means to impose 
their will upon the enemy. 

The extended lull in the East, coincident with the 
stepping up of the nerve war, seems further proof of the 
pressure play now going on. As far as the Russian armies 
are concerned, there would be little point in giving the 
Germans a badly needed breathing spell, an opportunity 
to dig in and regroup their forces. Moreover, a unilateral 
decision of the Western Allies postponing military action 
in Europe would hardly be politically feasible. The fact 
remains that barring enemy surrender, we cannot much 
longer remain militarily inactive in the West without 
conjuring up immense political repercussions which will 
be felt in every country involved in this struggle. More 
likely then, Russian action, or temporary inaction, is 
closely bound up with the general Allied pattern of 
action. his thought must not be overlooked in studying 
the manifestation of the nerve war as it is steadily ap 
proaching its climax. 

Actually the invasion has already started with the ait 
blitz that is currently scourging Axis Europe. Altho a 
preliminary phase, it is no less part of the invasion than 
the actual landing of troops at some future date. 

Thus while diplomacy, effectively supported by a fore- 
taste of the blows to come, may continue to work for a 
bloodless victory, preparations for an all-out assault on 
Festung Europa proceed without letup. 

The only satisfaction that (Please turn to page 160) 





fight if we stand by our terms of unconditional 
surrender. In fact, even withdrawal to the 
Franco-German border would be tantamount 
‘0 unconditional surrender, for this would in- 
volve complete abandonment of the U-boat war, 
demoralization of the German armies, and fur- 
ther destruction of Germany’s substantial in- 
dustrial and labor resources, as the result of 
the stepping up of the air invasion by the Allies 
covering the whole of Germany and those East- 
ern territories which remain in her grip. Above 
all, it would leave Germany in a hopeless stra- 
tegic position, not only for continuing resist- 
ance but without any prospect for the future 
that the Reich will remain intact. 

As long as the Nazis know our goal is com- 
plete victory we may be certain they will make 
this victory for us as costly as possible. In fact 
we can expect a counterattack of huge propor- 
ons on the British Isles. Recognizing this pos- 
sibility, the Allies are by every means trying to 
gain their ends to avoid paying the heavy price 











“ANOTHER EGG TO BE HATCHED” 


ee 





Bishop in The St. Louis Star-Times 





MAY 13, 


1944 











Projecting Security Trends 


For the present we continue to advise a cautious policy, maintain- 
ing conservative buying power in reserve, since we believe that 
either reaction or trading-range irregularity is more likely than sus- 
tained advance in view of the uncertainties confronting the market. 


ot 


Selective improvement in the market over the past fort- 
night has been sufficient to lift the Dow-Jones industrial, 
railroad and public utility averages by, respectively, 2.68 
points, 61 cents and 14 cents. 

Perhaps the most significant thing about this is that 
the averages continue to reflect divergent tendencies. For 
many weeks, earlier in the year, the rails and utilities 
were the stand-out groups. 

In contrast, the latest market rally is not only paced 
by industrial stocks but, on the whole, by higher-price 
“quality” stocks. Here we have another interesting diver- 
gence. In previous periods of greatest strength, and activ- 
ity, in the 1944 market—as was also the case on the big 
rise in the first half of 1943—this publication’s index of 
100 low-price stocks was persistently stronger than our 
index of 100 high-price stocks. On the current rally, how- 
ever, it is markedly sluggish. Since our last previous 
analysis was written it has edged up 83 cents, as compared 
with 1.60 points both for the index of 100 high-price 
stocks and for our composite index of 283 stocks. 

Some market observers point out that better grade 
stocks always lead in recoveries, while speculative stocks 
lead in reactions—and reason from this that present 
action of higher-price industrials is a possibly significant 
bullish indication. This conclusion may, of course, prove 
correct—although so far we have seen only another selec- 
tive and limited upward wiggle in the same old trading 
range market so far as the Dow industrial average and 
our broad index of 283 stocks are concerned. Moreover, 
it seems to us that the premise regarding the significance 
of “quality” leadership requires some qualification. 

It is true that better grade stocks lead in the early re- 
covery phase from a bear market low. That was so in 
the period between early spring and autumn of 1942. The 
explanation is simple. Investors naturally are drawn to 
good stocks within a depression price range—especially 
after becoming convinced that an enduring bottom has 
been seen—but it takes longer for a bull market to de- 
velop broad speculative interest such as is most greatly 
reflected in low-price stocks. 

It can hardly be contended that the present market 
position is in any way similar to that of the summer of 
1942. Measured against historic highs and lows, the aver- 
ages are in a medium range. In these terms, the market 
can’t be said to be high, but neither is it low. Whatever 
the reasons for such investment demand as is present to- 
day, obviously it is not a violently over-sold technical 
condition such as existed in the spring of 1942 nor is it 
the attraction of a depression zone of prices such as ex- 
isted for some months after the major turn-around. 

Both in the most dynamic phase of the major advance 
and in all reactionary periods since last July the low- 
price index has largely dominated the real market trend 
as recorded in our composite index of 283 stocks which 
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reflects the great bulk of total market transactions. 
We believe there is an understandable reason for thi 
The whole period cited was within a medium price 20 
in the averages. This would seem to suggest that bargai 
hunter investment buyers of good grade stocks are suf 
ciently numerous to “call the tune” in a low-level recove 
market; that they are not sufficiently numerous to ma 
for important, sustained advance at either a medium 
a high price level; and that, therefore, any sustained a 
vance from the present level probably depends upof 
what can be broadly called speculative confidence. 
And since our low-price stock index is the most tt 
liable available measure of speculative confidence—an 
since it thus far remains quite sluggish on this rally—w 
remain unconvinced that this is the time to depart frog 
the highly cautious view of market appreciation pos 
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pos Perhaps we should again state that our skepticism as re- 
me. Bards present potentials for significant market advance does 
ot imply that we have our mind set on a deep reaction. 
e have said before—and repeat—that the probabilities 
ver the not too great distance ahead that we think af- 
prds a basis for judgment seem to lean either to more 
rading-range fluctuation and irregularity or to more 
traction than we have yet seen this year. We do not 
rofess to know which it will be, since the technical indi- 
ations are essentially negative as they always are until 
ither the upper or lower limits of a well-defined trading 
ange are broken, since we can not foresee what the fate- 
| war news will be during the great military venture 
hat we all are awaiting, and since we are frankly uncer- 
ain as to how the invasions and their portents will react 
investment and speculative sentiment. 
If one is correct in believing that appreciation poten- 
lls are now quite limited, that alone is enough, we 
hink, to justify caution. If the market continues to 
bold within the 16-point trading range of the past 10 
lonths—or within this year’s range to date of less than 
— [— points—the investor or speculative-investor whose ob- 
ctive is primarily capital appreciation will lose nothing 
a conservative cash reserve. Should the alternative be 
lore reaction, there will, of course, be positive gain from 
ch a policy. 
For the present, the fact that so many people have 
trimmed sail’—as witnessed, for one thing, by further 
cline in brokers’ loans from an already low level—is 
roving helpful to the market. Indeed, the evidence 
ggests to us that on the recent upturn the more signifi- 
ant technical influence so far has been the lightness of 
lling pressure rather than any important increase in 
emand. A low-volume market finds a thin situation in 
— great many stocks, so that investment—or trading—pur- 
D — FPases of a few hundred shares often result in gains more 
hpressive in appearance than in endurance. Low selling 
essure is not enough for sustained general advance. 
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That requires constant fuel from broad demand. The 
ease with which the industrial average has rallied nearly 
4 points from recent low of 135 does not imply further 
gain will be equally easy. On the contrary, selling pres- 
sure probably will increase materially in the vicinity of— 
just below as well as just above—the March high of 141. 

Meanwhile, even when the “tape looks good” the trad- 
ing fraternity find it hard, rather than easy, to make a 
worthwhile turn. By the time a stock calls attention to 
itself by better-than-average action, in more cases than 
not it is already up enough so that the illusory move 
“dies” shortly after trading purchase has been made. 
Though a minority of issues are making new highs, in the 
majority of these it is by a small margin and does not 
represent wide movement. The few exceptions merely 
prove the rule. 

The group divergences in many instances change from 
week to week, which is also characteristic of an uncertain, 
cautious, trading-range market. For the most recent week, 
the strongest groups were air lines, auto accessories, paper, 
tires, soft drinks and shipbuilding. The week before it 
had been business equipment, meat packing and tires. 
The week before that it included farm equipments, cop- 
pers, drugs, food stores, chemicals, oils. 

Groups less strong than average last week included 
aircraft, department stores, radio, utilities, variety stores, 
gold mining and sulphur. The week before it had been 
mainly chemicals, coppers and finance companies; and 
the week before that, amusements, bus lines and sugars. 

The London market has had a creeping advance to a 
new major high in its industrial average but not yet in 
the rail average. Able to see something of the invasion 
preparation, perhaps the British are more confident than 
we. Again, it may be encouragement over the indicated 
direction of British Empire trade and economic planning. 
Either way, whether London’s new industrial high por- 
tends a similar achievement for our market remains to 
be seen. Monday, May 8. 
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BY H. fF. 


Ix the face of widespread optimism regarding postwar 
prosperity, it seems almost paradoxical, and is perhaps 
highly unpopular, to enlarge on the possibility of a post- 
war slump, yet the idea is not quite as far-fetched as it 
may appear. Among economists and ‘businessmen, there 
is by no means unanimity as to the degree and even the 
certainty of a postwar boom. For every opinion which 
holds that we have an irrefutable basis for a sizable 
boom, another can be cited, exuding a high degree ol 
skepticism. This divergence is largely a matter of vary- 
ing interpretation of the future working of basic factors 
likely to shape our postwar economy, intermingled per- 
haps with lack of confidence on purely political gounds. 

Most observers are resigned to the virtual certainty of 
a transitory slump during the change-over period from 
war to peace. But beyond that, some foresee transition 
leading into a deflationary period of uncertain length 
and severity. They cite the possibility, if not necessity, 
of continued high taxation with its depressing effect on 
public spending mentality and business enterprise; the 
potentially unsettling impact of declining commodity 
prices and of large over-capacity in many fields which 
may further undermine confidence. More especially, 
they fear that the Government’s handling of reconver- 
sion may create conditions, in the business as well as 
political sphere, which might severely shake the foun- 
dations of future prosperity. 

The writer is not necessarily in agreement with such 
reasoning; in fact he feels that most of these fears are 
ill-founded or exaggerated. Yet he must admit that for 
a variety of reasons, the possibility of a deflationary trend 
exceeding the mere transitional stage can not be arbi- 
trarily dismissed. 

At the end of the war, we shall have the greatest pro- 
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ductive capacity in our history and consumers will havefadjustme 
a potential buying power such as has never been storedfivar may 
up before. However, we shall still have to make effect-pared to 
ive these ingredients of prosperity, and this will not b quantity 
an easy task. It certainly will not solve itself automat fumers w 
ically as some appear to think but rather requires thefain indu 
most efficient and painstaking planning and coordinafmay have 
tion. workers 
During the last decade, our productivity has beenfimay exp 
steadily increasing. Even with the shorter workingfiions. N 
hours prevailing in 1941, the output per employed work ipottiness 
er was roughly 25% greater than in 1929, but our a see 
ductive growth was obscured in the prewar decade by theft would 
worst depression conditions we ever experienced. ‘Trus.fing pow 
more goods and services were produced in 1940 than infkreas and 
any previous year. Yet of the total available manpowel.fe effect 
only 46 million were employed and almost g million un-fiy elsew! 
employed. In other words, the volume of business hadfmay defir 
not expanded in line with our capacity to produce andpi deflati 
our desire to consume. Efficien 
The war clearly demonstrated our enormous produc fersion, 
tive capacity. By 1947, the production potential is esti fmportan 
mated to exceed actual 1940 production by 40% to 50%fisk of 
and 1929 production by 60% to 70%. The big ques ottlenec! 
tion is: Can we sell this output, and can we sell it proft-frarketing 
ably? If we cannot, deflation is bound to set in soone!Rinizatior 
or later. Will business be more successful in crefion to | 
ating an effective demand for a high volume of profill to | 
duction after the war than it was before? orkers a 
The war itself provides us with some of the answers.Epressed 
A few years ago, it was still generally assumed that ‘flere en 
major depression immediately after a war was an ules exist. 
avoidable, if deplorable certainty. However, the curren!ffls may 
war boom is different from any kind we ever had, includ ower of 
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fing the last war boom which coincided with a sizable 
oom in consumer goods. Not so this time. When this 
war is over, the consumer will not only have plenty of 
money but also large deferred needs. 
bination sounds, it cannot, however, guarantee more 
than a short-lived postwar boom. For real and sustained 
prosperity, we require a high level of productive em- 
® ployment enabling the consumer not only to satisfy his 
deferred needs but to buy many things he could not 
In other words, we must sell our 
enlarged production and to do that must create the neces- 
sary purchasing power on which effective demand, wheth- 
e deferred or otherwise, depends. 

The accumulation of funds in the hands of both pro- 
ducers and consumers will unquestionably make a better 
market for whatever volume of goods is produced after 
the war. This does not deny the fact that in large part 
output must be paid out of the incomes earned in the 
Nor does it eliminate the need to translate 
buying power into effective demand for whatever is pro- 
It does, above all, not preclude the possibility 
that there may be unemployment because producers are 
not prepared to produce and sell in adequate quantity 
those things which consumers want most, or that the dislo- 
ations and uncertainties of the reconversion period may 
be so great that both producers and consumers will be 
ivraid to use their buying power. 

Mere existence of buying power does not automatic- 
ily guarantee postwar prosperity. As to the possibility 
of a depression after the war, the danger lies less in the 
likelihood of a repetition of the 1932 depression; this 
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no longer be available to our economy. 

Reconversion is often an involved process where the 
problem arises. In many fields, no technical problem 
exists, such as in agriculture, utilities, merchandising and 
most service industries. The same applies to such basic 
fields as food, clothing, fuel, steel, lumber and cement. 
Yet they, too, may face serious problems in developing 
markets for expanded production and in preparing to 
meet changed conditions after the war. The danger is 
that these and other civilian industries, once war pro- 
duction has stopped, will not expand fast enough when 
manpower and materials are again freely available. 

It has been estimated that the return of men from the 
Armed Forces will just about offset the elimination of 
overtime and the withdrawal from our working force of 
those civilians who probably will not want employment 
after the war. Thus the great problem will be to absorb 
promptly in productive peace-time employment about 
one-fifth of our working force, now employed in indus- 
tries largely or wholly converted to war production or in 
strictly war industries such as airplane and explosive 
manufacture, and in ship building. The task is to com- 
plete this absorption before the idleness of these work- 
ers can affect the market for other industries and thereby 
throw still others out of work. It is here where planning 
and coordinated action is needed most to tide us over a 
critical stage in the reconversion process. 

The war has created unusually favorable conditions for 
business expansion but will also leave economic disloca- 
tions which may create severe difficulties. As far as post- 
war prosperity is concerned, the problem can be summed 
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COMPANIES WITH STABLE LONG-TERM EARNINGS AND DIVIDEND RECORD 















Earnings per share Dividends per share Recent 

1929 1932 1938 1943 1929 1932 1938 1943 price 
Adams-Millis............... 4.83 1.03 3.21 2.59 2.00 2.00 1.25 1.75 30 
Allied Chemical......... ... 11.43 3.62 5.92 8.59 6.00 6.00 6.00 6.50 141 
American Chicle............ 4.19 3.76 7.54 6.89 1.74 3.00 5.50 5.00 115 
Am. Gas & Electric.......... 4.27 2.18 2.23 2.23 1.00 1.00 1.40 1.80 2754 
Am. Home Products......... 5.47 3.93 3.75 5.16 3.35 4.20 2.40 2.65 6734 
American Snuf............. 4.25 3.59 3.32 2.24 3.50 3.25 3.25 2.40 40% 
American Tobacco........... 5.76 8.46 4.89 4.32 5.00 6.00 5.00 3.25 61 
Beechnut Packing............ 6.06 3.78 5.78 6.43 3.00 3.00 5.50 5.00 112 
USS OD 2a 3.89 2.98 3.78 3.11 3.50 3.00 3.50 2.50 47 
BNI lac. o'ei dace cieaccies oasis 5.50 1.06 1.51 2.17 3.00 2.50 1.40 1.50 303% 
Boston Edison............... 3.40 3.10 2.10 2.19 3.10 3.20 2.00 2.00 33 
Bristol-Myers............... 2.40 3.49 3.25 4.02 (c) (c) 2.40 1.90 44 
Chesebrough Mfg............ 13.22 6.66 5.32 7.81 6.50 6.50 6.50 5.50 10734 
OS eee 2.56 2.17 5.95 5.94 1.42 2.00 4.50 4.00 11134 
Commonwealth Edison........ 3.46 1.56 2.37 1.76 2.00 1.62 1.34 1.40 2544 
COM ROMER ate ssiedacesees 4.81 4.08 2.09 1.65 3.25 4.00 2.00 1.60 21% 
Cons. Gas CF BOM. cc cccescce 6.44 4.29 4.06 4.34 3.00 3.60 3.60 3.60 65 
GCMENEONEIN v0 cece cciccccce 5.49 rd 3.18 2.76 4.00 3.00 3.00 2.60 5354 
Cream of Wheat............. 3.13 3.11 2.08 1.72 2.10 2.59 2.00 1.60 2114 
Diamond Match............. 1.85 1.54 1.60 1.62 8.00(b) 1.00 1.25 1.50 3054 
DuPont....... Malnceue careers 6.99 1.81 3.74 5.59 5.85 2.75 3.25 425 142 
Eastman Kodak.............. 9.57 2.53 7.41 8.85 8.00 5.25 6.50 5.00 159 
General Cigar............... 8.07 3.61 1.81 2.00 4.00 4.00 2.00 2.00 2554 
General Foods.............. 3.68 1,97 2.50 2.42 3.00 2.50 2.00 1.60 41 
Co a eee 2.56 1.35 2.03 2.87 0.62 1.00 1.40 1.40 34 
Great Atl. & Pac............. 11.77 10.02 6.71 4.66 4.50 7.00 6.00 4.25 8914 
PNG Ge Wire oct cccscnsce 8.52 7.24 5.84 4.00 7.00 7.00 7.00 4.25 67 
Hershey Chocolate........... 7.16 4.72 4.17 5.86 None 6.00 3.00 3.00 634% 
Horn & Hardart............. 3.71 2.42 2.83 2.37 2.50 2.50 2.00 1.60 26 
DO er 3.02 1.88 2.55 1.69 2.11 2.00 2.50 1.15 2744 
Oe ae 2.68 1.01 1.64 1.54 1.60 0.90 1.20 1.20 23% 
Kroger Grocery............. 3.21 1.48 2.04 2.71 1.00 1.00 1.90 2.00 33% 
BEEING 5. o oc secs cicccnwes 3.49 2.52 2.81 3.42 (c) (c) 2.40 2.30 406 
Liggett & Myers............ 7.82 6.85 6.09 4.53 5.00 5.00 5.00 3.50 72 

MOM a Chee evans cis ance 7.91 4.80 5.65 8.01 3.00 4.00 3.50 4.00 5954 

Mead Johnson.............. 7.03 6.02 9.03 11.77 3.25 3.50 7.00 6.25 157 
Murphy G. & Co............ 1.55 0.99 4.77 5.33 0.33 0.53 3.25 3.00 70 
Nat. Dairy Products.......... 4.04 1.88 1.70 2.09 1.50(a) 2.45 1.00 1.00 2044 
CD 0.47 0.39 3.85 4.14 None 0.50 2.00 2.00 32 
Newberry, J. J. Co........... 3.15 1.07 4.04 7.58 0.90 1.10 2.10 2.40 581s 
WIMMER civseccisé ccc os ec 1.76 1.20 t.21 1.68 1.65 1.30 1.70 1.30 274 
i 1 LC” Bee 3.97 2.29 3.09 3.39 0.25 2.00 3.00 3.00 52 
Procter'& Gamble........... 2.97 1.26 2.59 3.13 1.60 2.40 2.00 2.00 53% 
Reynolds Tobacco........... 3.22 3.37 2.37 1.86 2.55 3.00 2.90 1.50 2954 
Safeway Stores...........-.. 8.68 4.04 4.02 4.68 3.00 5.00 2.00 3.00 47 
Schenley Distillers........... (c) (c) 2.45 6.25 (c) (c) 0.50 2.00 507% 
eee 2.67 2.01 2.60 4.81 1.00 1.00 0.50 2.00 112 
SHRINE EUR. co cccccccccccce 5.54 5.34 5.10 4.46 (c) (c) 3.80 3.00 6434 

6.78 1.97 3.55 3.70 4.00(a) 2.50 3.00 2.25 16 

5.74 0.27 2.41 3.20 5.75 1.75 2.00 2.50 43'4 

Ge NRUMEEEE . cic cases se ccs 1.30 1.91 1.74 1.32 0.68 1.10 1.66 1.30 22%4 

Vick Chemical........-..... (c) 3.74 3.21 3.32 (c) (c) 2.40 2.00 4234 
EO ee 3.66 2.32 2.95 2.26 2.40 2.40 2.40 1.60 374 
WHI co inc conesivetiasancs 5.80 3.63 3.88 3.38 4.00 3.50 3.75 3.25 58 


(a) plus 5% in stock. (b) on old stock prior to recapitalization. (c) no record available. 
























up in a nutshell: The potential markets exist but the 
sale of an enlarged volume of production at a profit will 
tax the abilities of all concerned. Without such sale, 
however, there can be no economic progress. 

Under the circumstances, it is understandable that 
the incidence of postwar prosperity cannot be simply 
taken for granted. Adequate planning and coordinated 
action in the economic field rather than reliance on auto- 
matic adjustments is a prerequisite for success which how- 
ever still may be jeopardized by extraneous influences 
beyond our control. A cautious investor, therefore, may 
well prefer to be on guard against whatever the future 
may hold. 

A year ago, much was made of “inflation hedges” as 
desirable commitments. In the interim, the inflation 
peril has definitely receded and only extremely unwise 
management of our transitional economy could possibly 
resurrect it as a major threat. The same can be said of 
any potential deflationary danger of the future; wise 
action can avoid or certainly neutralize it. Yet it still 
remains something to be coped with, and coped with 
effectively; in the meantime the prudent investor must 
be prepared for broad changes in our postwar economy. 

With the idea of being on guard, I have undertaken 
a thorough search for industries and companies which 
best measure up to the specification of “deflation 
hedges,” that is industries and companies which due to 
relative stability of demand showed superior perform- 
ance, as to earnings and dividends, during the difficult 
years of the last depression. The test could hardly be 
more rigid; besides, no repetition of the shattering events 
of the Thirties appears probable. 

This search brought to light a number of interesting 
facts, some well known but others perhaps not generally 
realized. As was to be expected, industries and compa- 
nies catering to fundamental necessities suffered far less 
than those naturally subject to the vicissitudes of the 
business cycle. Thus the food industry, utilities and 
merchandising concerns, particularly those dealing in 
medium or lower-priced articles, managed to hold their 
own and a predominant percentage never went into the 
red. In the merchandising field, certain chain store or- 
ganizations suffered severely, largely due to financial 
difficulties arising from high store rentals and in lesser 
degree owing to inventory losses. Today, the former fac- 
tor is much reduced as a potential threat; the lessons of 
the Thirties have been well learned. Likewise the danger 
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el industry, due to its basic nature, is one of most 
cyclical industries. Only prosperity can assure profitable 

operations for giant steel mills such as this. 


of inventory losses is greatly minimized by wartime pri 
control and substantial reserves set aside against thi 
contingency. As a result, most retail merchandising ¢. 
ganizations, except urban department stores, should 
fairly depression-proof; this includes most variety storg 
and drug, groceries and merchandise chains. 
Relatively depression-proof, but less so than the foo 
and merchandising industries, are the paint, glass, meta. 
lic container and vegetable oil industries; they all sho 
a fair depression record and relative stability of inves 
ment return. This must be qualified, however, in th 
case of companies where these lines form only part ¢ 
their activities. Where manufacture and sale of pain, 


for instance, was combined with building materials, th 
slump in the latter usually outweighed fairly stable & 
mand for the former. Soundly organized utility opera 
ing companies likewise fared well. Railroads, of cours 
were hard hit with the exception of coal and iron ore ca 
riers, such as Wheeling & Lake Erie, and Norfolk & Wes 
ern whose outstanding record is well known. 


“Habit Industries" Show Best Resistance 


Even better than industries catering to necessities fare 


those catering to human habits. Thus the tobacco ind 


try, especially the branches making cigarettes and snuff 


showed amazing stability even during the worst of th 
depression. This record is matched by the makers 0 
chewing gum, soft drinks, confectionaries and _ playin 
cards, all outstanding “‘habit industries.” Equally we 
did the pharmaceutical industry, notably companid 
making and selling well-known proprietaries, medicing 
and drugs. Their depression resistance, on the whol 
was astounding. Another “habit industry,” the liqud 
industry, was too young during the last depression to pe 
mit definite conclusions from its depression record. Ear 
ings during the Thirties were on the upgrade, howeve 
and it is safe to assume that the industry is capable of 
good deal of depression resistance though special aif 
cumstances arising from the war, such as dwindliy 
liquor stocks, may hamper their showing during a po 
sible slump in the future. 

Chemicals as important suppliers of industry hay 
always been subject to the business cycle though less 
than typical capital goods industries. Their status, ho 
ever, is now changing a good deal. A good many chem 


ical producers are also becoming important makers @& 


consumer goods and as such may become increasingl 
depression-resistant. This test still lies ahead and un 
they have passed it, they cannot be classed as better thi 
moderately slump-resistant. The same applies to the0 
industry; if anything, it must be considered even mo 
cyclical. 

For the benefit of our readers, I have prepared a tal) 


listing a number of companies with an excellent depr 


sion record. They all show relatively well maintaine 
earnings—though declines naturally have occurred 4 


of cases were continued at fairly high levels. All ha 
an unbroken dividend record during the last twel 


years. Such stability and excellence of earnings naturalff 


finds expression in the market price; some of them 4 
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quite high-priced and dividend yield is low. Quite 


number, however, at current prices afford a fairly 


tractive yield on basis of 1943, and even of 1938 aly, 
1932 earnings and dividends. The latter holds good fi 
all the utility operating companies listed, for most of Uf 


tobacco companies, all the snuff manufacturers, of a g00 
many of the pharmaceuticals (Please turn to page }j 
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Hold Uncertain Potential 


In Post-war Economy 


BY E. A. KRAUSS 


HRIFT has always been regarded as a laudable virtue 
d still is, especially in war-time. It is only in more 
farefheent years that thrift—if overdone—has also been rec- 
indunized as a source of potential economic unsettlement. 
snulfus today, not infrequently reference is made to the 
of thilemma of thrift,” to the popular mind a brand new 
ers (Bncept denoting the problems arising from excessive 
layiifiings and the economic unbalance resulting therefrom. 
y Wtually this complex is not new at all. Such unbalance, 
pani instance, developed in the Twenties, largely due to 
licinfeyen distribution of a steadily rising national income. 
whol finally led to a top-heavy boom, followed by the worst 
liqu@oression we ever had. 
(0 Pei Today’s accumulation of savings represents an unques- 
Earthned dynamic factor in the post-war economic outlook. 
wevelist what its future role will be, and what its exact im- 
le Of, is difficult to prophesy as it will largely depend on 
al cif. course of reconversion and the general environment 
nail the early peace period. Under unfavorable conditions, 
@ P*ubstantial portion of these savings, in terms of buying 
pwer, might be quickly eroded or immobilized as a 
iiness priming element. Wisely used and guided into 
€S8 Snsumptive channels, they should become a welcome 
» NOWbilizer during reconversion and thereafter. 
cheliin contrast to previous experience, today’s savings 
€IS Bvinate from a sustained and horizontal war-time in- 
‘siNS Base in national income accompanied by a steady con- 
1 uni tion of spending outlets. The resultant piling up of 
T Ufuid resources has been unprecedented, with the total 
the mey supply currently exceeding $126 billion. 
| MTovether with a vast deferred demand for all types of 
sumer goods and a certain volume of capital goods, 
combination not without logic is popularly viewed as 
depre t potential fountainhead of a broad post-war boom 
a tha distinct inflationary flavor. But in delving further 
ce igo this entire complex of questions, it becomes clear 
ajo" no such unequivocal or clear-cut prospect can be 
1 ’ visaged. Paradoxical as it sounds, the situation holds 
nl th inflationary and deflationary possibilities, depend- 
me Bentirely on such largely unknown factors as the dis- 
lution of savings, price policies, and future spending 
ittality as conditioned by the level and stability of 
fional income and employment after the war. 
di listribution of savings, or rather their concentration 
f (pons certain income groups, is perhaps the most 
ofshty, and at the same time probably the most obscure, 
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quantity in the equation. What we do know is that while 
aggregate savings are huge, their distribution is probably 
quite uneven, especially in the case of individual hold- 
ings. Fully one-third of all wage earners and the bulk of 
white collar workers did not benefit from the war boom 
to the extent that they were able to put aside any worth- 
while sums. Fixed income recipients in the lower brackets 
were even worse off; their income remained static while 
the cost of living rose steeply. Hence we must assume 
that a sizable segment of our population has only small 
savings or none at all. 

Among those who benefitted most from mounting wat 
time incomes are primarily skilled workers and farmers. 
While in the former group, spending propensity presum- 
ably varies, the relative density of savings must be as- 
sumed to be fairly high—compared with previous stand- 
ards—though by no means uniform. Farmers have done 
extremely well during the war and as a group have been 
perhaps the most conservative in respect to spending. 
Density of savings within the farm group is therefore 
probably highest and distribution widest. This conclu- 
sion finds support in the fact that the war-time percent- 
age increase of bank deposits and currency outstanding 
has been larger in rural areas than in most industrial 
centers. This observation underlines the significance of 
distribution of savings in relation to prospective post-war 
spending trends. 

Generally speaking, the business priming quality of 
existing savings is indisputable but there is far less cer- 
tainty as to intensity and duration of this stimulant. If 
due to uneven distribution, only a relatively moderate 
portion of these savings enters post-war consumption 
channels, it will support but also moderate the recovery 
phase and largely neutralize the inflationary element fre- 
quently connected with the combination of large savings 
and heavy deferred demand. If the remainder, as it 
eventually will, seeks employment in the investment mar- 
ket, the resultant pressure may well lead to financial in- 
stability unless prompt corrective measures are taken. In 
short, thrift (lack of spending) on the part of those hold- 
ing a major portion of existing savings may actually be- 
come an unsettling factor. Such a threat may rest of 
course not only on unwillingness to spend, due perhaps 
to uneasiness over the future, but even more so on the 
concentration of savings among a relatively small popu- 
lation group whose spending, no matter how prolific, 
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could not possibly match the pump-priming effect of 
broad and well-diffused popular spending. The upshot 
might be a trend towards deflation in business and in- 
flation in the investment market, a thoroughly unsound 
combination from any point of view since it could not 
last, and only end in disappointment or worse. 

The above somewhat abstract ‘projection admittedly re- 
duces the problem to the simplest of terms. Actually it 
is far more complicated, far less clear-cut and subject to 
a good many influences difficult to evaluate or predict at 





. ESTIMATED LIQUID ASSETS ($ billions) 
of 
INDIVIDUALS CORPORATIONS 
Demand deposits $15.5 $42.8 
Time deposits 30.0 3. 
Currency _ GF: 
Total money supply 63.5 46.8 
War bond holdings 21s _ 215 
Total liquid assets 85.0, 68.3 


COMPOSITION OF MONEY SUPPLY ($ billions) 


Total bank deposits $105.- 
Money in circulation $ 21.6 
Total money supply $126.6 





this time. It must therefore be stressed that in presenting 
these ideas, the object is not to predict something in- 
evitable but to point out potentialities inherent in our 
present situation which many may be prone to overlook 
or minimize. The remedy, of course, lies in efficient co- 
ordination of Government and business policies as eco- 
nomic actualities begin to unfold after the war. Implied 
is not only the question of creating the proper environ- 
ment for business but, if needs be, bold action along per- 
haps unorthodox lines to assure economic equilibrium. 

In view of the long range importance of composition 
and distribution of savings, their study is particularly 
pertinent. As evident from the accompanying tables, 
total bank deposits now aggregate some $105, billion. To- 
gether with money in circulation, risen to an all time 
peak of $21.6 billion, the total money supply is in excess 
of $126 billion. Liquid resources in the hands of indi- 
viduals, including war bond holdings, total about $85 
billion, those of business about $68 billion. However, 
the latter figure does not include security holdings out- 
side of war bond purchases made during the four war 
loan drives, nor any other investments. 

For the purpose of this study, there is no need to go 
into detailed analysis of business holdings. Their im- 
portance is well recognized but the bulk of business 
accumulations, after the war, will no doubt be promptly 
converted into goods, or used for reconversion, deferred 
maintenance, post-war expansion, etc. This applies 
particularly to business holdings of Government securi- 
ties which were never acquired as a permanent invest- 
ment. Working capital needs will be great, especially 
in an era of rising price levels as we may well experience. 
In fact there is legitimate doubt whether business, as a 
whole, will be able without additional financing to 
produce and distribute the volume of goods and services 
necessary to provide adequate employment. Here, too, 
the distribution of liquid assets is of prime importance 
and such distribution is by no means, uniform. 

At present, we are more concerned with the potentials 
inherent in individual savings, totalling some $85, billion 
according to latest estimates. Of this, demand deposits 
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account for about $15.5 billion, time deposits for $30 bil. fF versior 
lion, currency for roughly $18 billion, making a total J slowly 
money supply of about $63 billion in the hands of indi. f holder 
viduals. Including war bond holdings, total liquid asse; ff manen 
of individuals are estimated as high as $85, billion. need ¢ 
In view of the magnitude and potential volatility off chase c 
the accumulation of cash and deposits, there is particula J curren 
interest in this component of savings. Currency in cir. 
culation has mounted fully $14 billion since August 1939 
and this year may rise another $5, billion unless the pres 
ent sharp uptrend comes to an unexpected halt. The Alto 
great bulk of outstanding currency is in the hands of the} three-q 
public, especially in war production centers but an evenf- rough 
larger percentage of increase is noted in rural areas, no after tl 
tably the South and West, reflecting current high farm] contin 
income. After the last war, perhaps two-thirds of the war $50 bil 
time increase in currency circulation remained outstand.§ demani 
ing. Should this be repeated, post-war circulation may ref} about | 
main in excess of $15 billion but there is no reason iof ity beir 
take such repetition for granted. Much will depend of This 
the distribution of currency and economic developmen rush in 
during the remainder of the war period and transition§ it. Firs 
An inflationary post-war boom might bring further large distribt 
increases and maintenance of prices and incomes at rel to cons 
atively high levels would tend to keep a substantial por a factor 
tion thereof outstanding. On the other hand, large scale quality. 
unemployment would draw into use much of the curren cerning 
cy now hoarded or temporarily saved, leading to a fairh§ demanc 
heavy contraction of the total. On the whole, post-waff The ou 
currency prospects hinge largely on the level and stabiliy} siderati 
of national income, prices and employment. posits b 
Currency holdings represent the most volatile portioif will pro 
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of individual savings, closely followed by demand 
posits which total about $15.5 billion. It is reasonable to 
assume that the holders of both these forms of liquid a 





sets will spend the bulk thereof fairly soon after the wag ers. As 
with hoarded cash probably first to go into consumptioif as work 
channels. Cash holdings are the most widely. dispersed eventua 
of all savings components, with a sizable part held bf vestmen 
small businessmen, farmers, professional people, etc. occurs, i 
consum] 

Time Deposits Less Volatile spondin 

the infla 

Deposits, on the other hand, are probably more conf If a 1; 
centrated. Time deposits especially will be used mucif over pre 
slower, though their reduction to more normal levels if freely th 
probably only a matter of time. Total time deposits off look for 
individuals are estimated at about $30 billion; thereog this exp 
$16.4 billion are with commercial banks, $11.8 billiom of recor 
with mutual savings banks and $1.8 billion represenf stringen 
postal savings accounts. peace-tir 
Mutual savings bank deposits in 1943 increased $1.0 In a goc 
billion to the aforementioned peak level of $11.8 billiong will be | 
with the increase during the latter half exceeding tha long rus 
of the first half of the year, pointing to the spread 0 It may 
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thrift among small savers. Though total deposits aij 
large, their wide distribution is shown by the averag} 
account, amounting to some $745. On the whole, th 
war-time increase of savings deposits has been far lef 
than that of time deposits with commercial banks, a c! 
cumstance with probably important distributive connot: 
tions. Broadly speaking, it appears to point to less savil 
in the lower income brackets. 

Individual holdings of war bonds are estimated at som 
$21.5 billion and a fairly wide distribution of these holt 
ings must be assumed though the degree of concentratio 
is probably highly uneven. Many of these bonds will }f 
converted into goods fairly soon after the war, particular! 
those purchased under the payroll deduction plan. Cor 
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version, however, will probably proceed much more 
slowly than that of cash and demand deposits. Many 
holders regard their war bonds as a more or less per- 
manent investment, to be liquidated only in case of real 
need or to defray such major expenditures as the pur- 
chase of a home, educational costs, etc., but not to finance 
current consumption. 


$50 Billion of Volatile Spending Money 


Altogether, at least half of war bond holdings plus 
three-quarters of time deposits, or a combined total of 
roughly $35 billion can be expected to be left untouched 
after the war provided employment and national income 
continues at satisfactory levels. ‘This would leave some 
$50 billion of volatile spending money, consisting of cash, 
demand deposits, possibly a quarter of time deposits and 
about half of war bond holdings, their degree of volatil- 
ity being in the order given. 

This does not mean that the public can be expected to 
rush in and spend that amount in short order. Far from 
it. First of all, there is again the unknown element of 
distribution of these holdings, with indications pointing 
to considerable concentration of a goodly part thereof, 
a factor which alone would negate part of their priming 
quality. Also, many people because of uncertainties con- 
cerning the future might hesitate to convert their cash, 
demand deposits or war bonds into consumption goods. 
The outlook may be further modified by two major con- 
siderations. One is that a sizable part of demand de- 
posits belongs to small businessmen who, alter the war, 
will promptly draw upon them for business purposes, not 
for purchase of consumption goods for their own use. The 
same, to some degree, applies to cash holdings, a substan- 
tial part of which belongs to small businessmen and farm- 
ers. As to the former, their cash will presumably be used 
as working capital; as to farmers, a major portion may 
eventually find its way into deposits or permanent in- 
vestment of some sort or another. To the extent that this 
occurs, in both instances, such funds are not available for 
consumption goods purchases, thereby reducing corre- 
spondingly the business priming, and incidentally also 
the inflationary element inherent in these accumulations. 

If a large part of existing savings, let’s say the excess 
over pre-war savings which is considerable, were spent 
freely though orderly after the war, we could no doubt 
look forward to an extended period of prosperity. But 
this expectation will hardly materialize. The difficulties 
of reconversion are bound to create uncertainty, and 
stringent measures required to guide our economy into 
peace-time channels may further tend to shake confidence 
in a good many directions. The result almost certainly 
will be caution in public spending rather than a head- 
long rush to satisfy pent-up demand. 

It may well occur that there may be need for encour- 
aging the natural spending urge during such a period of 
uncertainty to avoid serious curtailment of production 
and a subsequent falling off of employment. Here, thrift 
could have deplorable consequences, that is reluctance to 
spend despite existence of the wherewithal to do so. It is 
this reluctance that creates the “dilemma of thrift.” If 
prolonged, it usually tends to curtail production. 

The closer we approach reconversion, the more we are 
inclined to believe that after all, there may be no such 
spending splurge as was commonly expected not so long 
ago. This is due first of all to greater realization of re- 
conversion difficulties and their unsettling potentials in 
the fields of production and employment. Then there is 
recognition of the fact that higher prices will be an al- 
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most inevitable parallel of peace-time prosperity and the 
great money expansion we experienced since 1940. This 
in itself will reduce the purchasing power of existing 
savings to a considerable degree. In fact, to be most ef- 
fective and beneficial as a business primer, such savings 
must be protected by wise price policies, maintenance of 
a high employment level and fair tax policies. Even 
today, we hear predictions of post-war price levels any- 
where from 33% to 50% above those of 1940. The im- 
plication is clear, as far as the future purchasing power 
of savings is concerned. We may find that these savings 
constitute no more than the wherewithal to finance a 
moderate spell of prosperity rather than the wild infla- 
tionary boom which is still occasionally being discussed 
as a post-war possibility. 

The “dilemma of thrifts’, if it does arise after the war 
or during reconversion, may simply consist of a popular 
reluctance to spend and thereby help bridge the gap be- 
tween war and peace prosperity. But strictly speaking, 
the concept has broader implications. Reduced to its 
simplest terms, it is the danger that arises from unbalance 
between spending and saving. As a corollary, there is the 
threat of inadequate capital investment, with true in- 
vestment demand for plant expansion not nearly large 
enough to absorb the pressure of investment funds seek- 
ing employment. Such a situation, if it occurs, would 
call for remedial measures along two distinct lines. First, 
steps to sustain employment or production in the face of 
hesitant consumer demand. Second, financial stabilizers 
to avert a dangerous overflow of funds into the invest- 
ment market. One of them might be maintenance of our 
public debt around peak levels which should certainly 
minimize this particular danger by immobilizing a good 
part of available investment funds. The other might be 
taxation. By far the best, however, will be creation of 
an atmosphere of confidence without which the former 
two could not possibly succeed fully in their objective 
of restoring the economic equilibrium. 

During the era of our economic expansion, the “dilem- 





COMPOSITION OF BANK DEPOSITS AND CURRENCY 
OUTSIDE BANKS ($ billions) 


Total deposits (adjusted) $105.0 

whereof: demand deposits 61.2 
Govt. deposits 10.7 
Total demand dep. 71.9 
time deposits: 
in commercial banks 19.5 
in savings banks 11.8 
Postal savings 18 
Total time deposits 33.1 

Currency outside banks «18.9 

Total deposits & currency 123.9 











ma of thrift” arose only during periods of deepest depres- 
sion and was on the whole a strictly temporary and little 
recognized phenomenon. Prospects are that it will be- 
come more prominent a factor as we approach economic 
maturity and the end of our greatest expansion. The 
problem, in short, will then be to make sure that the 
right amount of money flows into use in the right way. 
Apart from the confidence factor, this places emphasis on 
practical long-range economic planning without which 
we can hardly expect to enjoy the degree of prosperity 
and economic stability which we aspire. It would mean a 
departure from reliance on automatic economic adjust- 
ments which worked none too well in the past, and a new 
approach to the problem of leveling the business cycle. 
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Reported company profits are now more tentative than ever be- 


v 


fore since some may be lowered by retroactive war contract 


renegotiation while others may be raised by tax adjustments 


Are Corporate Earnings Topping Out? 


BY 


Tue first quarter earnings statements thus far released 
constitute a sufficiently representative sample to indicate 
that the larger industrial enterprises, such as have secu- 
rities listed on exchanges, had an average gain of around 
7 per cent over the reported profits of the comparable 
period of 1943. 

This is nothing for stockholders to enthuse about. The 
gain is only nominally more than the percentage increase 
in aggregate industrial production. Due mainly to the 
leverage provided by relatively inflexible overhead costs, 
profits usually rise—or fall—much more sharply than does 
sales volume. In the present quarterly comparison the 
benefit of volume expansion has been offset in large 
measure by higher operating costs—without compensatory 
increase in selling prices—and a consequent flattening 
out tendency in pre-tax earnings. 

Moreover, earnings comparison on a composite basis 
is with the lowest quarter of last year. If our preliminary 
estimate of a 7 per cent average gain for larger industrials 
is approximately correct, the first quarter total for 200 
companies, for which long-term back records are avail- 
able, would be $321 million, against $299 million in the 
first quarter of last year, $315 in the second quarter, $330 
in the third quarter and $336 in the fourth quarter. 

The quarterly earnings record of these 200 companies 
for the entire war period is portrayed in the accompany- 
ing chart. The sharp gyrations in the line contrast strik- 
ingly with the sustained—though now tapering off—up- 
trend in industrial volume over the same period. This is 
partly due to seasonal influences affecting quarterly op- 
erations but more greatly due to (1) successive increases 
in taxes and (2) tendency toward over-conservative ac- 
crual of tax reserves by managements on a guess basis in 
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advance of completion of each new tax measure. For 
example, the great decline in the first quarter of 1942 
represented in considerable measure an over-pessimistic 
allowance for that year’s then undetermined tax rates. 
Per contra, the high level re-attained by the fourth quar. 
ter of the same year, while partly accounted for by higher 
volume, represented in large degree a statistical illusion: 
the correction of earlier over-accrual of taxes. 
Treasury estimates figure total 1943 corporate profits 
(excluding companies with deficits) at approximately 15 
per cent more than in 1942 and about 10 per cent more 
than in 1941; but, as reported to stockholders, total earn- 





EXAMPLES OF CONTRACT RENEGOTIATION 
Reported Per Share 
Net Per Share  ‘“‘Cost'’ of 
For 1942 =Renegotiation 
SPRORG Soi cette iat tok evens $2.18 $0.30 
Worthington Pump.................- 7.86 2.07 
Midland Steel Products.............. 2.28 Bi 
American Chain & Cable............. 3.76 .28 
Johns-Manville. ......6cisccccvecocs 6.35 1.04 
WBIE MOON DONV 5 55:6 = 0:6 oss oe oe roses 1.12 .36 
J ne 1.81 1.66 
Master Electric (A)... .....ccccccces 4.85 1.91 
TRIPE UN a eos a0 sie aie \o'\eieie: sacs othe seier 5.21 .63 
Colt’s Patent Fire Arms.............. 10.05 3.58 
Jo 2 SS ee ees 2.99 22 
Alleghany-Ludlum................6. 3.71 58 
Monarch Machine Tool.............. 5.27 10.37 
FOSteIe WEGNER ois5 05 c.csiccccecceccies 5.63 1.44 
(A) In many cases, of which Monarch Machine Tool is typical, 


the net cost of contract renegotiations is charged to contingency re- 
serve, leaving reported net per share unchanged. 


ings of these 200 representative industrials in 1943 were 
only some g per cent more than in 1942 and were nearly 
16 per cent less than in 1941. The discrepancy is more 
apparent than real. The Treasury figure is total earn- 
ings as calculated for tax purposes; while the figures re- 
ported by corporations to stockholders are earnings less 
necessarily arbitrary provision for contingency reserves 
at the discretion of managements. 

This brings us to a moot point. Generally speaking, 
are war-time contingency reserves overly-conservative? 
Unfortunately, the fact is that this is a question that sim- 
ply can’t be answered on any factual basis. Only the 
future can answer it. For what it is worth, the long-term 
pre-war record was one in which unforeseen necessity for 
capital write-downs or write-offs tended persistently to 
foot up to more than previously established contingency 
reserves. 

Especially under war conditions 2 plus 2 do not al 
ways make 4 in corporate accounting. In determining 
corporate earnings today there are more guesswork and 
“jokers” than ever before. Where companies have any 
important volume of war contracts, the best possible 
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estimate of either interim or annual earnings is only ten- 
tative and is usually stated to be “before contract renego- 
tiation.” Completion of renegotiation may take a year 
or more. It may leave previously reported earnings un- 
changed or sharply reduced: depending on whether (1) 
there is any net payment due the Government as a result 
of renegotiation and (2) if so, how such payment is set 
up on the company’s books. A number of renegotiations 
on account Of 1942 war business have been completed. 
Where these involved a net cost to the corporations, 
some have met it by recalculating the 1942 reported net 
income on a proportionately reduced basis, while others 
have charged the cost to reserves set up in 1942, leaving 
that year’s reported earnings unchanged. 

In an accompanying tabulation we show the reported 
1942 per share earnings of 14 selected corporations and 
the approximate per share cost of subsequent contract 
renegotiation. Since that cost has been handled vari- 
ously in accounting, as cited in the previous paragraph, 
it would in many cases be misleading if one simply de- 
ducted the second column of figures from the first col- 
umn to arrive at adjusted 1942 earnings. Not until 
many months hence can similar distortions of 1943 re- 
ports or of present first quarter reports be dealt with. 

For two rather extreme and contrasting examples of 
contract renegotiation and how it affected earnings, 
consider Monarch Machine Tool and Budd Wheel. In 
the case of Monarch, it was ruled that the company’s 
pre-tax net for 1942 was excessive by $8,000,000. After 
crediting the applicable income and excess profits taxes 
on this sum, and also the reduction in post-war refund 
on account of 1942 EPT, the net cost to the company 
was $2,178,585. Now this is equivalent to approxi- 
mately $10.37 per share of Monarch stock, compared 
with reported 1942 net of $5.27 a share. But the com- 
pany had set up a contingency reserve of $2,500,000 in 
1942—a prime reason for doing so being this very mat- 
ter of uncertain vulnerability to contract renegotiation. 
As a result, the $5.27 per share net reported for 1942 
is left unchanged, and the $2,500,000 contingency re- 
serve is adjusted to $321,415, which is equivalent to 
$1.56 per share. Thus, total net per share, including 
contingency reserve, was $6.83. 

Budd Wheel reported profit of $1,752,269 for 1942 or 
$1.81 per share, after setting up a reserve of $1,000,000 
out of earnings for “deferred maintenance and post-war 
teconversion.” Late last year the Price Adjustment 
Board of the War Department ruled that 1942 pre-tax 
profits were excessive by $5,750,000. The net cost of 
renegotiation to Budd was $1,610,000. It met this in a 
manner just opposite to that of Monarch. It left the 
contingency reserve for post-war needs as it was, but 
tecalculated the 1942 earnings at 15, cents a share instead 
of original $1.81. In net effect upon over-all financial 
strength of a company, it doesn’t make any difference 
whether cost of contract renegotiation is charged to 
earnings or reserve accounts—when you pay a bill due, 
it doesn’t much matter what pocket of your coat you 
take the money out of. 

But the abnormalities affecting calculation of corpo- 
tate profits are by no means all on the unfavorable 
side. There are some silver linings in those tax clouds. 
Much has been said about the “tax cushions.” How- 
ever, when this expression is used many investors seem 
to think it applies only to the carry-back and carry- 
forward provisions of the tax law—important, except 
ina minority of current cases, only in a business slump 
period which does not now exist. But there is another 
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tax cushion working right now, which is inherent in 
tax rates so high that the major portion of either in- 
crease or decrease in pre-tax earnings is reflected in 
either higher or lower tax payments to the Government 
rather than in net income. 

The annual report of the Simmons Company com- 
mented on this unusual state of affairs as follows: 

“Earnings before taxes decreased $1,861,588, or 
24.06%, although the decrease in sales was only 2.46%. 
Right here a strange phenomenon takes place. Here are 
all the symptoms of a serious illness and the patient, we 
stockholders, feel no pain or ailment in proportion to 
our temperature. Why? Because our silent partner, 
the Treasury, the Government, or Uncle Sam (or what- 
ever you choose to call him) has ‘taken the rap’ so to 
speak. Earnings before taxes decreased $1,861,588 and 
taxes decreased $1,621,767; but net earnings after all 
charges were $2,399,089, a decrease of $39,820 or 1.63%.” 

Many companies are having (Please turn to page 153) 
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944 1943 
7 OED ETO ROPE EET ECO CCC ETC $1.51 $0.45 
NG COMING ooo caicicciecicesaesnascananes 1.06 14 
SNMQI ord c coe desiecwacdesonnucaccess 1.78 1.25 
Eo OE RRC CECE CCEE rere re 97 73 
CO a Se ener ee 46 27 
Wena Pacific Coal & Oil. .cccccceccecccescce 48 25 
Libbey-Owens-Ford Glass..........-000000: 95 14 
AGHA ORME ccc ccc cciccaccsaccce cee 46 16 
Wirmdteet GORE Wi avin cciccc vies ceccececcasncs By .34 
SIT COL? ONE BAO RCE REC CCE CC CCEER OCLC 1.00 42 
Thatcher Manufacturing............e0eeeeeee .80 Def. 
IGRITIAMONEN GEIGER a 3!occ cin.6 0it:d cirew ace ccinnus 2.19 1.69 
De CCU NECN a o5 oc site ccavctweeosaneas .64 53 
Eee RUE EGEi ie o:c)oservcicciicindneidesecees 1.20 1.03 
PG GNMIMEINS 6 a 5x5 5% Woic odes wd sivecuccuce 1.01 81 
Ris RREIMINININ 22 os aio: s Keita trcierrecinces'oevoes .28 18 
GC litle Rema e o'ai 5 <.sin0's.cacie ocinweeee sa 1s 3.01 2.22 
Eicis CHE NGIMING S66 ob ccicseccivenncccuneeds .68 58 
National Oil Pradtidts....5 sec sccccccecccss .63 .38 
Paralfine Companies. « «<< cocececcccccccoces 4.13 84 
MNNGHTIRC INR IOOREEE So 5 oa c 6.0.c/o1s a ciceviaicciccwee 2.47 2.31 
WN OME orl 6 aicikc ce cn cc cesinwensiadenee 53 = 
Island Creek Coal .84 .64 
National Distillers 1.44 1.09 
Crawl Conley a nO lac cc cceviescvcececucesoes .64 .40 
Dacian WileS BSCE a cincicciecncssiccccesiec vec .96 .69 
U. S. Hoffman Machinery. .........ccsecee. .37 .05 
COMPANIES REPORTING SUBSTANTIAL 
DECLINES IN FIRST QUARTER EARNINGS 
1944 1943 
Pitnesitte VECO soos ccrteccwcweviccawews $0.54 10.67 
Be lelam MAaritiACORING + «6.0. o:0:0'c0 dec ccesencecs 38 57 
Plaxel Atlee Gintls « 5 coc c cece cccescccaces 1.19 1.50 
CRarCAPN INTE oo oie vitins'encinsctacewoalnecer 61 Ay 
Pies Neliee BOUNNG ie cc ceccnccsesicecincess 85 1.06 
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By E. K. T. 


The Calendar of proposed Congressional actions before 
convention time is a full one. It includes renewal of 
price control and wage stabilization statutes; extension 
of the lend-lease act; another boost in the national debt 
limit—to make it 260 million dollars; simplified income 
tax bill; legislation creating the Office of War Contract 
Settlement; action on the anti-poll tax bill. All save the 
last appear headed for enactment without difficulty. 





Washington Sees: 


One principal and two secondary questions 
must be answered before the tempest over 
seizure of the Montgomery Ward mail order 
business subsides. 


Congressional discussion in advance of court 
test is premature, for the issue is one for inter- 
pretation at this point, not legislation. It may 
well be that legislation will be the ultimate rem- 
edy if the need for a remedy is indicated. 


The major question is whether the President in 
any event has the power to enter upon and 
assume domination over the premises of such a 
business entity. If the answer is no, the prob- 
lem is settled at least for the time being. 


If the courts decree that the President pos- 
sesses the authority, the next query—and, per- 
haps, the more important one—is whether it 
stems from the “war powers" or from the Smith- 
Connally Anti-Strike Law. If the President may 
do this under “war powers," as Atty. Gen. 
Francis Biddle contends, Congress might as well 
fold up for the duration. He could as easily 
conscript without a draft law, relying only on 
“war powers," as Senator Taft has pointed out. 


But if the action finds its support in the Smith- 
Connally law, Congress is not impotent. It may 
legislate its intent by way of amendment of 
that iaw, placing precise limitations if it wishes. 











Wage Incentive plans are taking on panacea status in 
the thinking of government agencies concerned with the 


war production effort. For one thing, they provide a 
means for enlarging pay envelopes without embarrass- 
ingly opening the subject of inflationary raises. WPB is 
heartily in favor of the method. The results, studies 
show, include “not only a beneficial effect on total pro- 
duction, but also upon the manpower problem.” 


Pendulum of military organization planning has com- 
pleted an arc. Only a few months ago, split of the two 
armed units into three (to provide in addition to the 
army and navy, a separate air force) was considered a real 
probability. Now, combining of all into a single depart- 
ment is almost an eventual certainty. The only question 
is whether it should be done now or after the war. If it 
Waits, sponsors protest, the country might “grow cold,” 
forget about it. 


Atlantic Bases obtained from Great Britain in 1gyo in 
return for 50 of our destroyers, may safely be left out of 
present and post-war discussion, in the opinion of Secre- 
tary Cordell Hull. Britain provided the land, the United 
States developed it. The deal was a lease which doesn't 
expire until the year 2039. To debate future use of the 
bases, at least within the probable life span of anyone 
now living, is to impute bad faith to an ally, State De- 
partment says. 


Stepping Up of the war in the Pacific on the eve of an 
invasion of Europe appears to bear on Churchill's com- 
ment of last year that concurrent offensives against the 
Axis powers are feasible, as well as the best way to speed 
end of the war. The Prime Minister told the press in 
1943, that the question of priority of targets—Japan or 
Germany—was not as important then as it had been a 
year betore. They can be hit simultaneously, he opined. 
It now appears that they are going to be. 


Rationing of clothing, especially work apparel, is a dis- 
tinct possibility for next Fall. Immediate institution of 


a cotton textile control program is advocated here as the 
only means to avert it. With scarcity has come price rise 
which top rationing and price authorities say is breeding 
danger. Even if supply improves in the next few months, 
price ceilings seem inevitable. Clearly, if war in Europe 
runs into the winter, we can not coast along on the pres 
ent basis in textile production. 





THE MAGAZINE OF WALL STREET 








us in 
h the 
ide a 
rrass- 
PB 1s 
-udies 
| pro- 


com: 
e two 
o the 
a real 
epart- 
>$tion 

If it 


cold,” 


4.0 in 
yut of 
Secre: 
‘nited 
oesn't 
of the 
nyone 
e De- 


of an 
com: 
st the 
speed 
ess in 
an or 
een a 
yined. 


a dis: 
ion of 
as the 
se rise 
eding 
onths, 
urope 
) pres- 


TREET 








The rendezvous with destiny is near at hand. So near the 
military staffs dontt mind forecast of its proximity. Formerly the 
hush-hush extended even to published speculation or conjecture. But 
the secret as to actual time and places is well kept. 








It will be the greatest news story of all time. Preparation 
for coverage is both elaborate and complete. Most of the ace news- 
men of press and radio are in England. OWI is all set with its own radio 
station. But don't forget that there will, of course, be heavy censoor- 
ship; and that after the great adventure is launched it may be weeks 
before we know more than a little of what we most want to know 
about it. 














Meanwhile the “invasion news" from London consists largely 
of relaying German opinions, reports, guesses and propaganda. 
Interesting, but not necessarily true, are Continental reports that 50 German divisions 
have been shifted from the Eastern front to the west. If so, the Russians ought to be 
tickled pink. 

The Nazis fear simultaneous attacks from East, West, South and North. They 
are spread thin. In Italy they have the most favorable of all terrain for defense and 
their 20-odd divisions represent a possible concentration of about one division 
for every 41/2 miles of front. No concentration remotely approaching that is possible 
along the various other possible areas for attack by the Allies in Norway, Denmark, 
the Low Countries, northern France, southern France and the Balkans. 


One wag in London says that only the barrage balloons keep England from 
sinking under the weight of the enormous forces of soldiers and equipment and 
supplies concentrated there. Those striking forces have been well advertized in 
general, thoughnot indetail. But there are Allied forces elsewhere about which very 
little is known. Will the British Ninth and Tenth armies in the mid-East remain 
quiescent? Where is the American Seventh Army? Is there a role for North Africa? 
For Sardinia? Only time will answer these intriguing questions. 


Washington doesn't agree with predictions of the Dewey-ites that the GOP 
convention will return a first-ballot nomination. That's put down as oil for the 
wheels of the bandwagon. : 


"Favorite sons" will be as numerous as ever. They'll be presented by states 
whose delegations are for Dewey, who look for his eventual nomination. Combination 
of those complimentary votes, plus a stubborn effort to get the spot for Bricker, 
Stassen, possibly others, will require succeeding roll-calls. 


Should several ballots pass, political forecasters here suggest the move- 
ment from Bricker to Taft be watched as the indicator of a "break." Prediction is 
that the first sign of weakness in the Bricker alignment will thrown his strength to 
his fellow Ohioan, Senator Taft. 


Virtually un-noticed antong. the avowed candidates, Rep. Everett Dirksen of 
Illinois, is closing the gap. He hasn"t an outside chance for the Presidential nod 
but might win the vice presidential spot. | - 

Selection of Gov. Warren of Califoria, to keynote the attack on the New 
Deal removes him from the file of vice presidential possibilities if past history 
is to be a guide. Not since William Jennings Bryan's "cross of gold" speech has 
oratory in the convention hall caused the lightning to strike the orator. 


The electoral vote of Illinois is a valued prize. Paced by Col. Mc Cormick's 
newspaper support, General MacArthur had become a favorite. Now that the General 
has declared himself out Dirksen'’s nomination for second rank would be acceptable. 
He's a veteran House member who carried the torch of republicanism through the dark 


days. 
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Crushing defeat of the anti-Fourth Term movement in Massachusetts was @ 
surprise in the Capital Former Governor Ely was not expected to win the delaga- 
tion, but was expected to make a much better showing as the rallying point -for 
anti-Roosevelt voters. 

Foes of the New Deal within the democratic party now look to the south and 
Senator Byrd of Virginia, as their man. Perennial aspirant for the nomination, the 
state’s unchallenged political boss will go to the convention with the Virginia votes 
inhis pocket. And his won't be a "favorite son" gesture. 


Present forecast is that the Byrd strength, plus complimentary votes for 
others, won't add up to sufficient numbers to prevent a first-ballot nomination 
for FDR -- provided he allows his name to go before the convention. 


Political phenomenon of the age is the fact that not the President's, but 
Mrs. Roosevelt's writings and comments are being watched closely for portents. 


Out of the welter of conflicting statements and orders on Selective Service 
one fact comes crystal clear: from now on, more so that in the past, this will “be 
& young man's war. Thirty-seven is the official maximum draft age; practically, it's 
much younger. 

Needed for replacements in the immediate future are 1,400,000 men. Many must 
be drawn from vital industry. That presents the demand but doesn't mention the 
supply. Voluntary layoffs in industry will pass the one million mark before the 
end of this year. Hundreds of thousands can be combed out of military assignments 
that can be filled by women, by 4-Fs. 


Considerable slashes in operating forces of war plants do not add up to 
proportionate slackening of the production program. Actual studies show fewer men can 
turn out more now than was thought possible one year ago. 


Overlooked, seemingly, in the supply-demand discussions is the fact that 
400,000 youths will come of working age in 1944. Many will be products of trade | 
schools, most will-be military availables. 


Cast in the role of Europe's "Peck's Bad Boy," Sweden is facing a crisis 
which Secretary Hull and others in the Administration say can be resolved only by 
an about-face in dealings with Germanv. 


World leaders in ball bearing’ production, Swede industrialists are carrying 
on @ lucrative trade with the Nazis, selling them a commodity as deadly to American 
boys as bombs and bullets. 

Recognized is the Swedish dilemma. Threats of military harm, plus the economic 
necessity of furnishing a wanted article if needed coal is to be had, that country's 
position is not enviable. But it is no worse than that which faces the Turks as they 
.cast their lot with the United Nations.) ’ 

Success in the Pacific, highpointed by the invasion of Hollandia providing 
@ 1,000-mile hop for Liberators to their next goal, was received in Washington as 
the most cheering news, military and diplomatically, since the march back to Bataan 


began. 











































































































_ The military consequences were immediately noted. The diplomatic victory 
- came when the government, wrested from the fleeing Nippons, was handed back to the 
Dutch. It was clear-cut execution of the pledge to smaller nations, with none of the 
haze that surrounded the Bagdolio deal in Italy. 
Sober but confidence-inspiring was the consensus after Admiral King's report 
on the war at sea had been digested-on Capitol Hill. long roads lie ahead, but 

we are fully entered upon those roads, King epitomized. 

It was no whitewash. Past mistakes were honestly acknowledged. The tale 
was not vainglorious; rather it was a true entry of the bitter price of inexperi- 
ence, unpreparedness. 
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Minneapolis-Honeywell Photo 


Berrore the war the market for 
most types of durable household 
equipment was an expanding one. 
This is because the needs and de- 
sires served are basic, centering in 
the home; because millions of homes 
still remain far “behind the times” 
in the quipment for comfortable, 
pleasant living; and because de- 
mand was additionally stimulated 
by marked technical progress in the 
products offered, with resultant ob- 
solescence of old appliances and ap- 
paratus. If there is a “saturation 
point” it is largely theoretical, relating to the status of 
consumer purchasing power rather than to the desires of 
buyers. 

The presently waiting demand for household equip- 
ment is unprecedented for several reasons. When the 
war ends there will have been several years of “starva- 
tion” in new production for civilians. Technical inno- 
vation in some types of equipment will have made large 
strides. Existing home apparatus and furnishings will 
be more worn or obsolescent, or both, than ever before. 
There will be a record-breaking accumulation of savings 
in the hands of the consuming public. With extra im- 
petus from the high marriage and birth rate of the war 
period, we may expect a huge long-term volume of new 
home building and of renovation and modernization of 
old homes. 

_ In this field our first choice, on an investment basis, 
is the Minneapolis-Honeywell Regulator Company: an 
exceptionally strong “growth situation” whose progress 
has far exceeded that of both total construction volume 
and total industrial production. It is not only the lead- 
ing maker of regulatory controls for home heating equip- 
ment but markets regulatory devices for many important 
industrial uses. As will be more fully discussed here- 
after, the company has some promising new developments 
up its sleeve for application in both !ome and industrial 
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No. 4—Household Equipment 


Minneapolis - Honeywell; Simmons 


Editor’s Note: This is the fourth of a 
series of articles on industries we believe 
most promising from an investment- 
speculative point of view. 
two stocks will be selected: one, our con- 
servative choice for income and appre- 
ciation; the other, our choice for more 
speculative investment. For guidance on 
timing of purchases, follow the A. T. 
Miller market analysis in the fore part of 
each issue of this publication. 


in the 


Our Two Stock Selections: 


BY WARD GATES 





fields. 


It has long been noted for 
aggressive research and develop- 
ment. 

Our No. 2 choice, emphasizing 
speculative-investment appreciation 
potentialities but also with a sub- 
stantial dividend income return, is 


From each, 


the Simmons Company. As the 
leading maker of quality beds, bed 
springs, mattresses and a variety of 
other furniture and furnishings, its 
peace-time stake is predominantly, 
although not exclusively, in the 
American home. For much the 
same general economic reasons as apply to Minneapolis- 
Honeywell—as well as to others in the field of home 
equipment—post-war demand prospects for Simmons, an 
old-line, well managed, competitively aggressive com- 
pany, appear excellent. 

The present Minneapolis-Honeywell Regulator Co. 
was formed in 1927 as the merger of three companies 
which had been started in 1885, 1893 and 1916, respect- 
ively. It grew slowly in the first year, but then expanded 
more rapidly, and excepting for moderate setbacks in the 
depression years, has progressed steadily. The company 
at first was engaged mostly in the making of control de- 
vices connected with heating, but many other instru- 
ments and controls were added, and during the past 
three years, partly in connection with war work, it has 
developed a number of electronics devices and greatly 
extended its work in connection with air conditioning. 
There are engineering divisions for installing, super- 
vision and servicing its numerous products. The Brown 
Instrument Company was acquired in 1934. 

Recently, Minneapolis-Honeywell announced an im- 
proved control system for postwar heating and air con- 
ditioning known as Moduflow. This is to keep a con- 
stant flow of heating or cooling air, rather than the tra- 
ditional on and off, intermittent supply. It has been 
used before in public buildings, but the company has 
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now adopted its controls for the use of Moduflow in the 
home. Another recent development is a control system 
so that each room or suite in a hotel, or each apartment 
in an apartment house, can have the heating or cooling 
regulated by instruments in the individual section or 
room, independent of the other parts of the edifice. 

A list of all of the products of this company would fill 
pages. They are under the general headings of electric 
controls, pneumatic controls, recording meters and in- 
struments, ventilators, hot water supply control regula- 
tors, thermostats, heating and air-conditioning regulators, 
etc. In addition to those for peace-time use are many 
special devices used in the war, such as the airplane auto- 
matic pilot (by electronic devices), and electronic con- 
trols for airplane superchargers, also tank periscopes, 
gunsights, optical goods, etc. 

Minneapolis-Honeywell was a relatively small company 
when it started in 1927, with a small issue of 7% pre- 
ferred, which was redeemed in 1929, and 130,000 shares 
of no par common stock, with 50,000 shares of this sold 
to the public at $32.50 a share. Today, it has three issues 
of preferred stock with a total par value of $8,570,000 
and 1,243,800 shares of $3 par value common stock (re- 
cently increased from 621,g00 no par shares by a two-for- 
one split). The preferred issues are 30,700 shares of $100 
par value Class B 4% preferred, callable at $105 and 
convertible into common at $75; 25,000 shares of $100 
par value Class C 414% preferred, callable at $107.50 per 
share until March 1, 1947, and thereafter at $106.50; 


ings, but in 1943, they accounted for 
75% of the firm’s profits. Showing strong peace-time 
progress, sales in 1937 were over two and a half times 
greater than in 1929, operating profit nearly three time: 
greater. 

The 1943 report of Minneapolis-Honeywell showed 
a considerably lower ratio of operating profit to gros 
than in 1942. In that year, the gross was $41,372,912 and 
the operating profit $17,046,482. The 1943 profit wa 
18.7% of gross and in 1942 it was 41.1%. The much 
higher operating expenses in 1943 are accounted for on 
the grounds that a much larger part of the business las 
year was for the Government than in the preceding pe 
riod, and not only were prices much closer to costs but 
there were many special expenses in connection with 
Government work that are not met in the normal bus: 
ness of the company. 

In 1943, larger sums were charged for depreciation 
and amortization of plant and equipment than in 1942 
but offsetting all of this, in 1943, total taxes were $4,870; 
ooo less than the year before, with the result that net in 
come of $2,867,848 was practically the same as in the 
preceding year, after allowance for various postwar re 
funds of taxes, contingent reserves, etc., in both years. 

Net profit as figured on the present common stock, was 
$2.15 a share in 1943 against $2.42 in 1942. In 1943 
the contingent reserve of $425,000 equalled 34 cents 4 
share on the present common stock. 

Minneapolis-Honeywell earnings in 1944 should ex 
ceed those of last year. In the first three months of 1944 
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net WaS $747,229, or $127,015 ahead of the first quarter 
of 1943- If that improvement were kept up throughout 
the year, it would add over 40 cents a share to the earn- 
ings total for the common stock. Wartime earnings, how- 
ever, cannot be expected to approach what is indicated 
for the post-war period. Considering all of the factors 
on earning power which are indicated, with the proba- 
bility also that excess profits taxes will be cut or elim- 
inated fairly soon after the war ends, Minneapolis- 
Honeywell may well be able to show a post-war earnings 
rate of $3.50 to $5 a share on its common stock. The 
1943 excess profits tax by itself was approximately $6 a 
share on the present common stock. 


Balance Sheet Position 


The balance sheet at the end of 1943 showed rela- 
tively small book value for the common stock, but this 
company, is judged more from its earnings potentialities 
than from the asset worth. Cash, after deducting the par 
value of the preferred stock, equalled $4.49 a share on 
the new common, and receivables just under $10 a com- 
mon share. The net current assets were only $2.62 a 
share and the book value $9.46 a share on the present 
common. 

In 1937, the former common stock sold as high as 120, 
the equivalent of 60 for the present stock, and its lowest 
price in recent years was the equivalent of 1654 on this 
stock, in 1940. The high levels reached in the 1936-7 
period represented the starting of the growth of this 
company’s business in connection with the great increase 
then in oil burner installations, as well as in its many 
industrial devices. The war interrupted what had been 
a general movement for the change from coal to oil for 
home heating. The use of oil heaters requires thermo- 
static control, and Minneapolis-Honeywell led in this 
feld. It also, of course, has controls and instruments 
used in coal and gas heating. So consumer preference 
on fuels makes no important difference. 

In addition to this growing business which the war in- 
terrupted, it had been making great strides in its air- 
conditioning controls, which should be greatly extended 
after the war ends. Its export field had been growing, 
and here, too, a new field of expansion is indicated for 
the post-war period. To all of these old lines of activity 
and profit will be added the new equipment and the elec- 
tronic devices which the company has developed during 
the war period. For a few months after the war ends, 
there will be some parts of the business with 
reconversion problems, but these are not ma- 
jor as much of its work has been in similar 
lines to the pre-war activities. The common 
stock may continue the recent declining trend 
for a time, in reflecting the uncertain nearer 
term outlook for the general market. Basic 
prospect being so far above average, the stock 
is favored as an investment buy in reaction- 
ary periods. 

Simmons Company has not had as clear sail- 
ing in the war period, for its experiences in 
doing business with the Government have re- 
sulted in a smaller margin of profit before 
taxes and in a departure from normal activi- 
ties, for Simmons has been making ammuni- 
tion, parachutes and stretchers for carrying 
the sick and wounded. As stated in the 1943 
teport, “today we’re making war goods you 
wouldn’t dream a bedding maker could turn 
out. The experts whose skill made Beautyrest 
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Simmons is the best known of all trade names in bedding and furniture, 


the world’s finest mattress had to be trained to even 
greater skill to make parachutes.” The company has 
been doing more of its normal business in recent months, 
however, as some materials for its normal trade have 
been released by the Government. When it can get larger 
quantities, it is anticipated that a period of large business 
will start in its peace-time lines. 

The predecessor of the Simmons Company was founded 
in 1876; the present company having been incorporated 
in 1915. The first business was in wire bed springs. Mat- 
tresses were added later, then beds, bedroom furniture, 
upholstered furniture, couches, gliders and many similar 
lines of home furnishings. A textile plant was acquired, 
and much of the cotton and rayon fabrics for the com- 
pany’s own needs are made in it. Back in the 1920's, 
Simmons rode the crest of the wave when the demand 
for twin beds grew remarkably and it did a very large 
business in this type of production. It has always been an 
extensive advertiser of its trade-name mattresses and 
springs. There were even popular stories, similar to the 
Ford tales, a generation ago, with references to the 
‘Simmons Bed,” which had been so widely advertised in 
the 1920’s that the name was known to millions. This 
made the company’s stock one of the market favorites of 
the 1925-1929 bull market, and in 1929, it sold as high 
as 188. In 1929, the company did $50,363,874 gross busi- 
ness and it had over $7,000,000 operating profit, with net 
income of $4.15 a share. The number of shares then 
outstanding was practically the same as today. How- 
ever, in 1937 volume was $44,360,000, operating profit not 
much less than in 1929, net profit around one-third less 
than in 1929. 

The present capitalization of Simmons consists of $9,- 
505.500 4% debenture due in 1952 and 1,158,236 shares 
of no par value capital stock. The dividend record on 
the stock has been a mixed one in the past fifteen years, 
after a very good record in the 1920's. Payments were 
suspended for several years in the early 1930's, then re- 
sumed in 1936 with the large payment of $3 a share that 


year. In 1937, the rate was $2.25, with $1.25 in 1938 and 
$1.75 in 1939, followed by $2 each in 1940 and 1941 and 


a reduction to $1.25 in 1942. Last year, only $1.00 was 
paid, and it looks like the same rate for 1944, as 25 cents 
a share was paid in the first quarter. In the annual re- 


port for 1943, it is stated, “The deduction of $500,000 
(for postwar reserves), plus the exceptional loss ($440,000 
on an experimental venture of a confidential nature), plus 
rising costs and narrowing of (Please turn to page 156) 


ee % am 


with favorable markets ahead 


129 











Tue steady trickle of new financing in anticipation of 
post-war capital needs calls to attention the various fields 
where peace-time operations are likely to require ex- 
panded facilities. Once reconversion gets into full stride, 
this trickle should broaden into a sizable stream and its 
composition should afford interesting deductions to the 
observing investor. 

In the recent past, the market has been good for both, 
bond and equity financing and many corporations took, 
and many more intend to take, advantage of this situa- 
tion. Low money rates continue to lay emphasis on bond 
financing as the cheapest form of raising new funds but 
equity financing is beginning to come into its own, for 
very practical reasons. The present tax structure is such 
that costs of equity financing, normally considerably high- 
er, are rendered relatively low. New equity capital raises 
the Excess Profits Tax exemption, consequently lowers 
EPT and thereby the over-all cost of financing. Quite 
frequently, the resultant tax savings fully compensate or 
even exceed dividend requirements of new preferred 
stock. Preferred stock financing, therefore, of late has 
become a favored method of raising new capital. And in- 
terestingly, new financing for postwar expansion is noted 
with growing frequency in company prospectuses. 

Generally speaking, it will be found that enterprises 
with relatively small reconversion problems are the best 
candidates for new public financing. Where reconver- 
sion appears more complicated, other arrangements such 
as VT loans or private long-term credits are often recom- 
mended as a more satisfactory answer to the financial 
problem. For unless stockholders and prospective in- 
vestors believe that a company has better than average 
prospects of weathering satisfactorily the transition pe- 
riod, it would be difficult if not impossible to persuade 
them to place new funds into the business. For this rea- 
son alone, companies which successfully arranged new 
equity financing deserve attention as having passed the 
stern test of investor and underwriter approval as to 
future prospects and current good standing. 
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Industries and Companies 


Needing 


Post-War Expansion 


BY GEORGE W. MATHIS 





Projection of future sales, earnings and financial re 
quirements is naturally always an uncertain matter and 
doubly so in the light of war-time dislocations. The 
aforementioned test, therefore, should weigh rather more 
heavily in the scale of investment considerations than 
under normal conditions as underwriters and the invest: 
ing public, in view of transitional uncertainties, are in 
clined to exceptional caution. So no doubt will be ever 
responsible corporate management. 

There are, for instance, a good many companies where 
a large portion of war-time earnings has been plowed 
back into the business, despite high taxes, with the result 
that the net worth of the company represents as much 
capital as it can reasonably hope to employ profitably 
after the war. In such a case, new equity financing would 
prove difficult. Investment bankers shy away from i! 
and recommend instead other, more temporary financial 
arrangements to tide the company over the period of 
greatest financial stringency. Hence any new equil) 
financing these days bespeaks not only a real capital need 
but also the prospect of ‘fairly profitable employment o! 
the new funds after the war. 

Such needs and prospects exist today especially in genu 
ine growth industries, that is in industries where demand 
trends, from cycle to cycle, display a progressive rise. 
Actually, however, the situation is not that clear-cut. In 
some of these growth industries, considerable war-time 
expansion has occurred, obviating the necessity for fur 
ther postwar extension of facilities though in some it- 
stances, new funds may eventually still be required to 
capitalize these additions. In other industries, especial} 
in essentially peace industries where normal expansion 
was interrupted by the war, the need for postwar expat 
sion is often quite pronounced. On the other hand, 
most war-active companies or industries have now ade 
quate facilities so that future needs are either non-existen! 
or vague. Asa result, these will probably postpone new 
financing until future requirements, if any, become mort 
clearly defined. In a good many cases, existing working 


THE MAGAZINE OF WALL STREET 


























funds 
expar 
But wv 
—depr 
dient 
liquic 
prosp 
itably 

Kni 
ries. 
long-t 
by m 
branc 
in the 
They 
build 
pectiv 
lem 
ber, re 
produ 


Ex] 
tical 1 
ucts 
exper 
dising 
deferr 
ional] 
build: 
build: 
such 
They 
plywo 
where 

Fin 
in ho 
pent-t 
new 0 
the la 
of gre 
and € 
field. 

In 
the re 
leum 
tor fo 
On tk 
acquit 
capita 
opera: 

In 
tion $ 
deferr 
bark « 
sion ¢ 
Some 
Packa 
parts 
sumat 
maxin 
until » 

As 
furnis 
tal ne 
financ 
amon; 
adequ 


MAY 





ial re 
er and 

The 
r more 
; than 
invest: 
are In- 
> ever 


where 
lowed 
 resull 
much 
fitabl) 
would 
rom. it 
vancial 
‘iod of 
equil) 
il need 
1ent of 


1 genu: 
emand 
re rise. 
ut. In 
ar-time 
or fur 
me in: 
ired to 
ecially 
yansion 
expali 
hand, 
w ade 
Xisten! 
ne new 
e more 
rorking 


TREET 








funds bolstered by large reserves will easily take care ol 
expansion needs and no new financing will be necessary. 
But where a genuine expansion need exists, the company 
-depending on demand expectancy—may find it expe- 
dient to increase capitalization as well, despite a fairly 
liquid position. Where any such procedure is apparent, 
prospects are undeniably good and the investor may prof- 
itably bear this in mind. 

Known expansion needs exist in a good many indus- 
wies. They are pronounced in the rayon field where 
long-term expansion programs have already been initiated 
by most leading companies. They exist in certain 
branches of the chemical industry, notably those engaged 
in the manufacture of plastics and coal tar derivatives. 
They are found in the rubber tire industry where tire 
building capacity is insufficient to cope with the pros- 
pective enormous deferred and new demand. The prob. 
lem there is intensified by growing use of synthetic rub- 
ber, requiring longer processing and thereby reducing the 
productivity of existing tire building facilities. 


Expansion Needs in Diverse Industries 


Expansion needs are also apparent in the pharmaceu- 
tical industry to exploit and market the many new prod. 
ucts and processes born from war-time research and 
experience. They are pronounced in the retail merchan-. 
dising field, in view of large consumer savings, enormous 
deferred demand and prospects of a continued high na- 
tional income after the war. They exist today in certain 
building materials industries, anticipating a postwai 
building boom, and may broaden very considerably it 
such a boom materializes on a very substantial scale. 
They are also found in such relatively new industries as 
plywood and optical goods, and in air transportation 
where growth prospects are obvious. 

Financing needs may well develop elsewhere, such as 
in home furnishings and electrical appliances for which 
pent-up demand is large, and in food processing where 
new methods have been evolved during the war. But in 
the latter categories, the situation is less clear-cut in view 
of greater difficulty of evaluating future demand trends 
and existing capacity, diffused over a relatively broad 
held. 

In the oil industry, war-time expansion centered on 
the refining branch; yet the great progress made in petro- 
leum chemistry may require further facilities in this sec- 
tor for adaptation of new processes to peace-time uses. 
On the other hand, the race of many oil companies to 
acquire new crude oil properties may intensify future 
capital needs, as may the expected stepping-up of drilling 
operations to bolster dwindling crude oil reserves. 

In the automotive field, facilities for normal produc- 
tion should be ample. Yet to satisfy promptly the huge 
deferred demand after the war, some companies may em- 
bark on sizable plant expansion, requiring in turn exten- 
sion of facilities in the parts and accessories industry. 
Some leaders including Chrysler, General Motors and 
Packard already indicated such intention, and in the 
parts field, several companies followed suit. Others, pre- 
sumably hesitant due to uncertainty of the duration of 
Maximum postwar demand, are deferring their decision 
until a better view can be had of future potentials. 

A study of actual new financing recently undertaken 
furnishes interesting clues as to prospective postwar Capi- 
tal needs. As was to be expected, we find fairly heavy 
fnancing activity in the merchandising field, notably 
among smaller units since most larger enterprises have 
adequate resources to meet any foreseeable needs. Some, 
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however, may merely postpone their decision for the ume 
being. Among those who recently went into the capital 
market for new funds is Bond Stores Inc. which sold new 
preferred stock in the amount of over $6 million, whereof 
34-25 million is earmarked for expansion purposes. Edi- 
son Bros. Stores apparently are bullish on  postwan 
demand for low- and medium-priced shoes for the com- 
pany recently strengthened its finances by selling $2 mil- 
lion debentures. In the mail order field, Chicago Mail 
Order Company sold $2 million debentures to bolster 
working capital. The large mail order firms, as is well 
known, have very ambitious expansion plans but their 
financial position is such that no new financing may be 
required, or at least not for some time. 

In the rayon industry, expansion needs are well-known 
and require little elaboration. Celanese Corporation has 
inaugurated a $25 million expansion program and for 
that purpose, plus certain refunding, has issued a sizable 
amount of new common and preferred stock. Industrial 
Rayon Corporation, leading producer of high-tensile yarn 
lor tire cords, is already in the midst of substantial plant 
expansion, so far entirely financed trom earnings. 

Among tire manutacturers, Seiberling and General 
Tire & Rubber recently obtained new capital funds. The 
former sold $1.5 million debentures for postwar expan- 
sion, the latter $4.20 million preferred stock for new con- 
struction, largely in connection with synthetic rubber 
manufacture. Other tire makers may eventually resort to 
the capital market to finance plant expansion or take over 
some of the Government-owned facilities for making syn- 
thetic rubber. 

In the chemical industry where most companies enjoy 
a very strong financial position, actual new capital needs 
are uncertain since much of future expansion may be self- 
financed. DuPont, for instance, has large resources and 
can easily add to its nylon facilities without resort to the 
capital market. The same holds good for Union Carbide 
in reference to contemplated expansion of facilities for 
the manufacture of its vinyon yarn. Some others with a 
strong position in the greatly expanding plastics field may 
well decide to capitalize their expenditures later when 
demand trends are better established. Dow Chemical 
last year sold new preferred stock, partly to finance their 
synthetic rubber venture. Among the smaller companies, 
Hooker Electro-Chemical Corp. strengthened its working 
capital with the partial proceeds of $5 million new pre- 
ferred stock sold last February. Westvaco Chlorine Co. 
sold $3.15 million preferred stock for expansion purposes. 

Among oil companies, Standard Oil Co. of Ohio in 
January sold $10.13 million preferred stock chiefly for 
expansion, notably the purchase of new oil lands and 
erection of new refineries (Please turn to page 155) 





USES OF ESTIMATED NET PROCEEDS FROM OFFERINGS 
OF CORPORATE SECURITIES 
($ millions) 


1943 1942 1941 1940 1939 1938 

All corporate offer- 
DM ie oxiues: 1,089 1,043 2,623 2,615 2,115 2,110 
New Money..... 285 474 868 569 325 681 

Plant & Equip- 
WONG i .- 156 287 661 424 170 504 

Working Capi- 
| eee 129 187 207 145 155 177 
Retirements...... 776 534 1,727 2,028 1,764 1,421 
Funded Debt... 651 366 1,483 1,726 1,637 1,119 
Other Debt.... 54 138 144 174 68 215 
Preferred Stock. 70 30 100 128 59 87 
Other purposes... 28 35 28 £19 26 7 
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Institutions 


Time Investment Operations 


yy. 4. 


Cerrain large institutions have big sums of money 
which must be invested to produce income for long peri- 
ods of time, some of them (theoretically) forever. The 
endowed college or university, for example, are in this 
class. In past centuries, the produce of land was the only 
source of continuous investment income, and some of the 
oldest universities have depended on that source, or on 
the rental of their lands, for ages. In the past century and 
most particularly in the past fifty years, the income from 
securities has been the main source of investment rev- 
enue. 

Many other organizations besides educational ones are 
interested in the question of income from investments 
and the capital value thereof, including some hospitals, 
many charitable organizations, insurance companies, 
trustees, investment trusts, etc. Until more recent years, 
the major part of such investments was in bonds, and 
sounder issues did not have such wide fluctuations in 
market price as occurred in stocks, while the majority of 
bonds had a termination date, at which time they were 
paid off at par. 

New problems have arisen for the management of such 
funds in the past fifteen years. These have included the 
transition of many railroad and real estate, and some 
public utility bonds, from the status of “sound invest- 
ments” in the late 1g20s to defaulted issues of low value 
by the mid-1930s. There has been a severe drop in yields 
on good bonds with the average AAA bond yielding near 
2% today where 4% to 5% return was not unusual on 
such issues fifteen years ago. A very large number of 
bonds of longer-term maturities which had the higher 
coupon rates have been called for redemption, or are 
selling so far above their call prices that there is constant 
fear that they will be called and entail a large loss in 
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principal. On top of all this, a real scarcity of good bonds 
with even a fair yield has existed for several years, with 
the result that where a large sum is to be invested, it is 
often impossible to get large blocks of the bonds which 
are wanted. 

These factors have led many of the managers of large 
funds on which income was needed, and where no re 
strictions exist as to what can be bought, to turn to stocks 
for a part of the investment. Then came a new problem: 
the wide fluctuations in stock prices. Sometimes, also, 
where stocks had been bought in good times for their 
higher yield than could be had on bonds, poor years fol: 
lowed, and dividends were reduced or passed and the 
market prices also fell sharply. Endeavors were made 10 
forecast these changes in conditions affecting the marke! 
values of stocks, but results from attempting to antic: 
pate market swings by exercise of judgment were often 
poor or not adequately satisfactory. 

Unsatisfactory experience with timing stock purchases 
and sales has led a number of managers of investment 
funds to adopt what are known as “Formula Plans” for 
investing. These formulas differ in detail. One of the 
first on which public information was obtainable is the 
plan adopted for the control of common stock invest 
ments by Vassar College. This was started in 1938 with 
about one-third of the endowment funds. It was base 
upon the assumption that as stock prices had a monthl} 
average mean of about 136 (Dow-Jones industrial aver 
age) in all of the 1930-1938 fluctuations, that no stocks 
should be purchased at above that mean. For conveni 
ence, 135 was adopted as the top point for buying. !! 
the advance in the market carried above that point, whe! 
150 was reached in the average, one-quarter of the stock 
would be sold and the proceeds put into more bonds, 
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another quarter of the stocks sold at 165 in the average; 
athird quarter at 180 and the last quarter of them at 
195, When all of the investment would then be in bonds. 
At the 135 level in the average, there would be the same 
amount of money in stocks as in bonds. The Vassar Plan 
in declining markets (starting with a 50-50 investment in 
stocks and bonds at 135) would provide for selling bonds 
and purchasing more stocks. When 125 was reached in 
the average, one-third of the bonds would be sold and the 
proceeds put into stocks; another third of the bonds at 
115 and the last third at 105. Thus at 105 in the Dow- 
Jones industrial average, the fund would be entirely in 
stocks, Just as at 195, it would be entirely in bonds. On 
the declines, the purchase of stocks and sale of bonds 
would be in three stages on a 30 point move while on the 
advances, the sale of stocks and purchase of bonds would 
be in four stages on a 60 point move. 

If the Vassar Plan had started at 195 in the latter part 
of 1938, there was one move in 1939 above the 150 level, 
where one-fourth of the stocks would ‘have been sold. If 
the plan were adhered to, on the next decline to 135, this 
one-fourth would have been bought back in 1939 and by 
May, 1942, the fund would have been entirely in stocks, 
the last of them bought at 105. As the April, 1942, decline 
went to g2, the last part of it would have been of no bene- 
fit to the fund under a rigid application of the plan. 
Since then, there has not been any move to the 150 level 
in the averages, at which selling would start. 























The Yale Plan 


Yale University adopted a formula for its investments 
in 1939. It was determined at that time to have 70% of 
the fund in fixed income investments, which would in- 
dude only bonds in good standing and high-grade pre- 
ferred stocks, and the remaining 30% in equities, which 
would include defaulted bonds, preferred stocks not cur- 
rently paying dividends and common stock. Thereafter, 
ifthe equities appreciated to such an extent that the dol- 
lar value of the entire fund was 40% in equities, enough 
of the equities would be sold to bring their ratio down to 
35% of the whole fund. If a further advance in equities 
occurred so that they were again at a 40% valuation 
point, the process would be repeated. Each time equities 
were sold on a rising market, the proceeds were put into 
ixed income securities. 

On a declining market, the Yale Plan provided that 
when equities had a market value of only 15% of the 
tal fund, then enough fixed income securities should be 
old and the proceeds put into equities to bring the value 
of the latter up to 20% of the total fund. The same 
would be repeated if the decline carried equities again 
0a 15% of the total value. 

Under the Yale Plan, in the 1939-1944 markets, it would 
em that only during the decline in early 1942 would 
here have been any change in the portfolio, when some 
bonds would have been sold and more stock bought, al- 
hough possibly the 1943 higher levels might have again 
hifted the percentages so that some stocks might have 
en sold again. In any event, in the past four years, 
ere would not have been much action for the Yale Plan, 
hile the Vassar Plan would have called for a shift en- 
itely into stocks in 1942. 

While it is a little difficult to put these plans into fig- 
tes, the accompanying tables attempt to show how the 
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A criticism of the Vassar Plan is that it makes no al- 
wance for the extremes in market swings which have 
If the 1914 and 1932 


curred in the past thirty years. 
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lows of near 40 in the Dow-Jones industrial average are 
reached again, if the Vassar Plan is rigidly adhered to, 
the fund will “sit” on a 100% stock position through 
nearly 65, points decline, also that if “another 1929 is com- 
ing,” the Vassar fund will have no stocks at all while the 
market is going from 195 to 386 in the averages. 

The Yale Plan funds, on the other hand, will be a 
periodical buyer of equities as long as a declining market 
lasts but will never be entirely out of fixed income securi- 
ties, while in a major bull market, it will still have some 
stocks to sell no matter how far the move will go. The 
Yale Plan, however, requires rather large market swings 
before any change is made in its holdings. 

There are a number of other formula plans used by 
banks, investment trusts, insurance companies, etc. Some 
of them are based on an equalization on a sliding scale 
that is so formed there will be some stocks still left in 
the fund no matter how high the market may go, and 
which will still have power to buy more stocks, no mat- 
ter how low it goes. This could be accomplished by a 
formula of always having at least 20% of the fund in 
stocks and 80% in bonds, where a rising market would 
mean smaller and smaller sales of stocks, but still keep 
some; and conversely, to never have over 80% of the total 
in stocks during weak markets, which would mean a small- 
er and smaller buying power in that part of the fund, 
but still have some purchasing ability, no matter how low 
prices might go. 

Another formula is based on using the Dow Theory 
as a guide in shifting the percentage between stocks and 
bonds. Thus, in a declining market, when the last pre- 
vious low point had been passed, it could be a signal of an 
important decline coming in the average, and buying 
might start there in stocks, to be paid for by sales of the 
same amount of bonds. Another Dow signal that a ma- 
jor market decline was starting would be given when the 
decline had run more than one-half of a previous ad- 
vance. In terms of the present day, the industrial average 
would pass the one-half point when it gets below 119 
(half way between the 1942 low and 1943 high). This 
might be considered as probably the start of a major bear 
market, and formula plans might either start buying 
stocks then at whatever intervals were wanted, or increase 
the amount of their buying. On the other side of the 
picture, a rise to above 146 in this average would mean 
the passing of the previous high and might be considered 
as the start of a movement which would have the 158-9 
limit of the 1938 high, or the 195 limit of the 1937 high as 





THE VASSAR PLAN 


It is presumed that the fund was started with the Dow-Jones industrial 
average at 135 and with 50% of the total money in stocks and 50% 
in bonds. No change would take place in this ratio until the following 
change took place in the average. 


Dow-Jones Ind. 


Average Advances Stocks Bonds 
to 150. .sell stocks, buy bonds to bring the ratio to 3714% 62144% 
to 165. .sell stocks, buy bonds to bring the ratio to 25% 15% 
to 195..sell stocks, buy bonds to bring the ratio to None 100% 
Dow-Jones Ind. 

Average Declines 

to 125..sell bonds, buy stocks to bring the ratio to 6624% 3314% 
to 115..sell bonds, buy stocks to bring the ratio to 8314% 1624% 
to 105..sell bonds, buy stocks to bring the ratio to 100% None 
































AN ILLUSTRATION OF THE YALE PLAN one ey Me Tena 

In Fixed j : : 
With 70% fixed income securities and 30% !n Equities Income Sec. Total to prevent the holder of a mixed inves. 
equities at the start, there would be...... $3,000.00 $7,000.00 $10,000.00 | ment, between stocks and bonds, finding 
A market decline in stocks makes the ratio himself with a much smaller percentage 
pcb ty remaining fund 15% equities, in stock than he desires after a sever 
To get to $55 caine 65ir teed ‘income, ee 7,000.00 8,235.25 decline, or holding too large a propor. 
buy $411.80 equities, sell same amount tion of the total fund in stocks after 
: aeats.... hainee gave sasns peer a 1,647.05 6,588.20 98,235.25 | protracted advance. He can equalize on 
urther decline stocks, again 0 equities, any scale or percentage that he elects, if 
Sor one oom 65T; A es 1,162.35 6,588.20 7,750.55 | he does not want to try to gauge by judg 
buy $387.76 equities, sell same amount ment how long and how far the movement 

Reb iN w6benehesieesseceedeeewsss 1,550.11 6,200.44 17,750.55 | may be going. 

On the other side of the ledger, starting with.. 3,000.00 7,000.00 10,000.00 | . “4 formula plan is not feasible for a 
Stocks rise and the ratio becomes 40% in . investment in just a few issues. It often 
equities and 60% in fixed incomes....... 4,666.66 7,000.00 11,666.66 | happens that a fair number of securities 
To —— ny ng nods ratio, sell $408.33 inns “aad ines go contrary to a general market trend. An 

equities u ee 258. 408, 666. ; > 
Another rise ned s equities to 40% and fixed example ae the bear market - the o 
incomes to 60%, ROE LOG AL ALLL 4,938.87 7,408.33 12,347.90 | stocks during a major advance in the 
To bring to a 35%-65% ratio, sell $607.35 market as a whole in 1936-7; the decline 
— -— yee ae ony mate Neekiis's 4,331.52 8,015.68 12,347.20 | in aviation, steel, machine tool and copper 
ssahendaneaihantrensdecdumsbenimenes stocks in the rising markets of early 1943. 








its possible objective. The formula selling scale might 
start to increase its passing out of stocks at the 146 level. 

This formula may seem unwise to the average stock 
market trader, but he “almost never” buys on extreme 
weakness or sells on extreme strength. Fears and hopes; 
optimism and pessimism; these emotions sway the judg: 
ment of most traders for profit. The institution is not 
trying to trade for profit. It is anxious to conserve its 
capital and to continue to receive as large an income on 
it as possible. It is not trying to forecast market move- 
ments when a formula plan is used, but just trying to re- 
coup paper losses by increasing the amount of its equi- 
ties on declines, believing that sooner or later the equities 
will have a recovery. It is also trying to prevent the loss 
of paper profits during market strength, and uses the 
formula to sell equities on some sort of a scale up. In all 
of these formula plans, there is a bland assumption that 
bond prices will not fluctuate much during the major 
price changes in equities. A study of bond averages 
shows that this is far from true, but if bonds go down in 
price, it is seldom a rapid movement in the better grade 
issues, and their important price advances usually have 
been spread over a very long period. 

There is a vast amount of judgment to be used in the 
selection of the securities to be bought for the investment 
fund. That has nothing to do with the formula plans, 
however. It is assumed that the fixed income securities 
will be of the best grade, with a better than reasonable 
prospect for a long period of years in which no question 
as to safety of principal and income will be raised and 
that a major change in the status of each security, for 
reasons within it, can be foreseen by keeping closely in- 
formed about the business of the company. The formula 
plan assumes that the equities, also, have been carefully 
selected. It assumes that if the market as a whole stands 
still, the average of all of its equity holdings will fluctu- 
ate very little, but that if the market as a whole has a 
sharp decline or an important advance, the average of 
its equities will go in the same direction. The formula 
plan wishes to avoid any forecasting of such market move- 
ments, but to change the position of the equities in rela- 
tion to the whole fund, in keeping with whatever larger 
price movements the whole market may have. 

An individual with a large investment portfolio, fairly 
well diversified, can use a formula plan as well as an 
institution. But none of them is “fool proof,” nor guar- 
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A diversified investment would not have 
included enough of any of these stocks to have the whole 
investment go against the market trend. 

Much can be said for simply letting major signals in 
the market determine important shifts in the percentage 
of equities held. When the market started up from the 
42 low in the Dow-Jones industrial average in 1932 and 
later passed the high of the last previous rally, it turned 
out temporarily to be a false signal, as the 1933 low went 
back to near the 1932 low, but a positive signal developed 
later in 1933 when the average passed the 1932 high. The 
market was an up and down affair until 1935, during 
which formula plans might have made several small 
changes, but the next major signal came in 1935 when all 
previous highs for several years were passed. This indi 
cated a major advance, and it carried to 195 in March, 
1937. he reaction into June to about 167 was followed 
by a rise to 190 in August, 1937. Then came the first 
major bear market signal when the average broke the pre- 
vious reaction low in September. With such breaking, 
the formula plan would have increased its buying at ste 
ted intervals in the average, or when percentage of stock- 
holding ratios got below the plan’s minimum. The signal 
to increase scale down buying from 167 continued unt 
April, 1938, when the average (Please turn to page 15] 








EQUALIZING FORMULA PLAN 


Starting Investment 
Bonds tocks Total 
$1,000.00 $1.000.00 $2,000.00 
A 10% decline in stocks makes 
“| ee eee ROAR SE Piha 1,000.00 900.00 1,900.00 
Sell $50 bonds*, to equalize... 900.00 950.00 1,900.00 
A further 10% decline in stocks. 950.00 855.00 1,805.00 
Sell $47.50 bonds*, to equalize 902.50 902.50 1,805.00 
*Buying same amount of stocks. 
Starting again at $1,000.00 each. 
A 10% advance in stocks makes 
BE sis ists'o-digrsic sate’ Beers Sarees 's $1,000.00 $1,100.00 $2,100.00 
Sell $50 stocks} to equalize... 1,050.00 1,050.00 2,100.00 
A further 10% advance in 
BEDEMD Si i6:510' 5% aisiete sioricey ies 1,050.00 1,155.00 2,205.00 
Sell $52.50+ stocks to equalize. 1,102.50 1,102.50 2,205.00 


+ Buying same amount of bonds. 





This process can be kept up indefinitely in either direction, no mat 
what limits a movement may reach. It is another form of always having 
buying power in a decline in stocks, and always having some stocks I¢ 
to sell on a great advance in price. 
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BY EDWIN 


Tue war has served many companies well and rela- 
tively few have suffered a sharp decline in their business 
which could not be made up in working for the Gov- 
ernment. It is more usual to find that where a com- 
pany may have suffered a decline in net earnings per 
share in the past two years, it was not because of smaller 
total business, but a result of higher cost of operation 
and sharp gain in tax payments. —Two companies which 
have had a considerable decline in both total business 
and in net are Commercial Credit Company and Com- 
mercial Investment Trust Corporation. The reason is 
the same in both cases: the diminishing supply of in- 
stallment paper on automobile sales and other sales 
financing. 

Soon after the United States entered the war, the 
making of automobiles for private use was discontinued 
and sales of trucks were limited to those having Govern- 
ment work of an urgent nature. Electric refrigerators 
and other equipment sold on long term credit were also 
sharply restricted or discontinued for civilians. Long 
term credit, also, was banned by the Government for such 
supplies and goods as were available for the public, and 
such credit and installment business as has been placed 
in the past two years has been for short terms and with 
a larger than pre-war cash payment. Much of such busi- 
ness in second-hand automobiles, refrigerators, etc., as 
has been on a credit basis in 1942-4 has been financed 
by the seller direct and not through placing the install- 
ment notes with a finance company. 

Some substitute lending activities and investments in 
other businesses have been undertaken by Commercial 
Credit and Commercial Investment Trust, but this has 
been much less profitable than the former business in 
carrying the installment notes on motor car sales and 
loans to automobile dealers, which were the main activi- 
ties of both before 1942. One of these companies has had 
to reduce its dividend and the other may possibly follow 
at some time this year. 

Despite the present adverse conditions, however, both 
stocks have held steady in recent months and both of 
them have good possibilities for longer pull appreciation, 
as the postwar vista seems pleasing and offers possibili- 
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ties for a large yield to the investor and market profits 
to the trader. This is because of the practical certainty 
that several years of very active business in motor car 
and truck sales to the public will be seen, to start within 
a few months after the war ends. Executives of the larger 
motor companies have published estimates of a minimum 
of 5,000,000 car sales a year for at least four years after 
full production is under way. 

Replacement demand for close to 10,000,000 cars may 
exist now. It is estimated that over 5,000,000 cars and 
trucks which were in service on December 31, 1941, have 
gone to the scrap heap since then. A very large number 
of others are in poor shape and cost increasing amounts 
to keep in service, because of over-use in carrying work- 
ers to war plants, and other steady strain. In contrast 
to this, numbers of others have been put into dead stor- 
age by owners who will not use them because of gasoline 
rationing, and these have deteriorated from non-use. A 
vast number of cars are obsolete and their owners will 
be in the market for new cars, when they can get them 
after the war. Sales of electric refrigerators, also, may 
be expected to be on a very large scale, in the post-war 
period, also radios, oil burners, air conditioning units 
and other items which will have longer term credit as a 
basis of doing business. The financing of the sales and 
carrying of the installment paper should aga‘in be on the 
scale which brought both of these companies large profits 
for many years. Some new markets for installment sell- 
ing can be expected, as in television sets, for example. 
It is also probable that many of the newer activities of 
these companies, developed in the past two years, will 
be continued, most particularly their active work in fac- 
toring sales of textile companies. On the whole, it seems 
quite likely that post-war volume will far exceed past 
peaks. 

Commercial Credit was formed in 1912, and started 
taking an important part in financing installment sales, 
especially automobiles. Many other lines were added in 
later years, including speed boats, radios, electric re- 
frigerators, engines, airplanes, pianos and heavy electric 
equipment. The financing of goods while they were in 
the hands of dealers awaiting sale became a source of 
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even larger dollar volume of its business than carrying 
the installment paper. In later years, several insurance 
companies were purchased, and the company is today an 
important writer of casualty, fire and other insurance 
through its subsidiaries, the Manufacturers Casualty, 
American Credit Indemnity, Pennsylvania Casualty, 
Cavalier Insurance, Plymouth Fire Insurance and Cal- 
vert Fire Insurance. The purchase of Pennsylvania Cas- 
ualty in ,1942 was found to have been a cause of still 
further investment, to build up its reserves, and in 1943, 
$3,322,685, was spent for that purpose, but it is expected 
that this subsidiary will later be a source of good profits. 
The company entered the business of factoring the sales 
of textiles and other goods in recent years, and this was 
the main source of income in 1943, through the sub- 
sidiary Textile Banking Co. and Edmund Wright Gins- 
berg Corp. Durning 1942, several manufacturing com- 
panies were acquired, including Goslin Birmingham 
Manufacturing Co., Crowe Name Plate & Manufactur- 
ing Co., Kaydon Engineering Co. and control of Glean- 
er Harvester Co. 

Before the war, the largest single source of income for 
Commercial Credit was its business of financial dealers 
and carrying automobile retail paper for the Chrysler 
Corporation and the Packard Motor Car Co. During 
1943, the company acquired $476,860,009 receivables, of 
which only $22,692,352 Was automobile paper, while in 
1941, the gross receivables of $1,018,586,326 had included 
$236,873,472 automobile paper, which shows the extent 
of the shift in the business of the company after two 
years of wartime conditions. Gross premiums carried 
by the insurance subsidiaries during 1943 were $17,096,- 
609, which more than doubted the 1942 business in this 
department. Sales of the manufacturing subsidiaries in 
1943 totaled $85,683,929. 

Gross income of the company in the past year was 
$42,942,991 and net operating income $18,395,995, a 
decrease of about $2,750,000 from 1942, and net available 
for dividends in 1943 was $6,357,341, a decrease of a little 
over $700,000 from 1942 and more than $2,700,000 below 
1941. One of the gains in the past two years has been 
the great decrease in interest on debt, as borrowings 
were sharply reduced with so much less long term paper 
carried by the compary. Net earnings on the common 
stock showed a decrease from .$4.65 a share in 1941 to 
$3.55 in 1942 and to $3.17 in 1943. In periods of sharp 
gain in motor car sales in the past, Commercial Credit 
responded with a big gain in its earnings, with $6.08 a 
share in 1936 and $7.10 in 1937, which were the best 
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sales years for automobiles in the 1930's. With the slump 
in 1938, the earnings of this company declined to $4.60 
ashare. The average earnings for the years 1935 through 
1941 was $5.04 a share annually. 

Commercial Credit preferred stock has a strong back. 
ground, for its $4.25 a share dividends have been cov. 
ered from 12 to 24 times in every year since the stock 
was issued. There are 121,938 shares of preferred, par 
$100. It is callable at 105 and in convertible at par for 
common at $65 a share. Ahead of it at the end of 1943 
was $30,000,000 214% notes due in 1949 and $5,000,000 
in short term notes. During the period of heavy carry. 
ing of installment paper, the company often had $250, 
000,000 or more in short term notes outstanding, which 
were paid off as the installment paper matured. The 
common stock outstanding totals 1,841,473 shares of $10 
par value. 

Dividends on Credit’s common have ibeen $3.00 a share 
since the end of 1941 and in prior years were above that 
figure in every year from 1936 through 1940. The largest 
payment was $5.6214 a share plus 20% in stock in 1936. 

The company has always maintained a strong financial 
position and at the end of 1943 it had $21,919,733 cash, 
$93,457,927 receivables, $5,829,906 inventories and $36, 
608,382 marketable securities, a total of $157,815,948 
current assets. The current liabilities were $31,571,496, 
and after deducting them, this left $125,243,452 net 
current assets. After deducting prior securities, this 
equalled $42.31 a share on the common stock. The book 
value of the common stock as,based on stated Value and 
surplus, was $29.25 per share, while the reserves and 
deferred items on the liability side of the balance sheet 
equalled another $16.93 a share on the common, so that 
net total assets back of the common were $46.18 a share. 

Price ranges for the stock in the 1930’s were 847% high 
in 1936 and 314 low in 1932. From 1940 through 1944 
to date, the highest level was 48 and the lowest 1614. 
At the recent price levels, the stock would yield over 
7% if the $3.00 dividend rate is to be continued, which 
is uncertain. Even on a $2 dividend rate, the yield 
would be over 5%. Ifthe rate is reduced later this year 
in reflecting declines in earnings during 'the past two 
years, it is to be expected that higher rates will be re- 
stored soon after the motor car business is in large vol- 
ume in the postwar period. 


Reduction in Dividend 


Commercial Investment Trust Corp. has already made 
a reduction in its dividend, with a payment of 60 cents 
a share for the second quarter of 1944, which would be 
a $2.40 annual rate. As earmings in the first quarter of 
1944 dropped to 51 cents a share, which compares with 
85 cents in the first quarter of 1943, it is possible that 
still further cut in the dividend might develop later in 
the year if earnings do not pick up again. 

This corporation since its formation in 1924 has been 
associated actively with automobile financing, and 
through its subsidiary, the Universal Credit Corp., it has 
handled Ford Motor Car dealer sales for many years, 
also doing busines in carrying the installment paper of 
Nash, Hudson, Studebaker, Diamond T, White and Reo. 
Through its subsidiaries Meinhard, Greeff & Co., William 
Iselin & Co., and Commercial Factors Corp., it has con- 
ducted a large factoring business with the textile ‘trades 
and in other Tines. The insurance and surety bonding 
business which it handles through the Nation‘al Surety 
Corporation and its marine insurance subsidiary. Manu- 
facturing activities are conducted through Holtzer-Cabot 
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Electric Co. and Micro Switch The Corporation 
jormerly had foreign subsidiaries but they have all been 
disposed of excepting the Canadian Acceptance Corp. It 
yas recently stated, then denied, that Investment Trust 
had acquired control of the Doehler Die Casting Co., 
put at the annual meeting of the latter it was stated that 
C.LT. had a stock interest in Doehler through a sub- 
diary and had made some inquiries as to obtaining 
more stock or getting comtrol, but that no direct offer 
had been made. 

At the end of 1943, C.I.T. had total receivables of 
$103,840,004 of which $14,029,029 was retail automobile, 
$27,149,894 general installment, $12,547,565 wholesale 
automobile and $48,073,393 factoring receivables. It 
an be seen that the factoring business had risen to 
ilmost as mruch as all others combined. 


Record of Growth 


Commercial Investment Trust had a total of $95,509.- 
175 obligations passing through its hands in 1924, the 
frst year of the present corporation (successor to a busi- 
ness that had been established in 1908). This was in- 
aeased five-fold by 1929, decreased in the next few years, 
but passed $700,000,000 in 1934. With the exception of 
1938, it was around one billion ‘to one billion three hun- 
dred ntillion in every succeeding year to 1941, when the 
record high ‘of $1,638,679,148 was established, which was 
more than sixteen times the 1924 total. The 1942 total 
was less th'an half that of 1941 and the 1943 total of $673,- 
ig1,025 was only 41% of two years before. 

During 1943, the Corporation retired its $9,494,100 
preferred stock. At the end of the year, it had $20,000,- 
000 114% notes due in 1947 and $10,000,000 2% notes 
due in 1951 ahead of the 3,580,948 no par value com- 
mon stock. 

Earnings on the common were above $3 a share in 
every year from 1934 through 1942. The best showing 
was $6.09 a share in 1937. The average from 1935 through 
ig41 was $4.70 a share annually. The 1942 ‘income was 
§3.96 a share, with $2.94 in 1943. Dividends have been 
§g.00 a share or more for every year in the past fifteen. 
The largest was $5 a share in 1937 in cash, but in 1936, 
paymentts were $4.90 plus 20% in stock. 

Commercial Investment Trust had current assets of 
$181,105,789 at the end of 1943 of which cash was $21,- 
\60,664, marketable securities $55,590,922, and receiv- 
ables $103,840,004. The current liabilities were $52,- 
753.817, and net current assets $128,351,972. After 
deducting the $30,000,000 notes, the remainder equalled 
$27.47 per share on the common stock. The book value 
of the common ‘at the end of 1943 was $30.42 per share, 
on the basis of stated value of the stock plus surplus. Re- 
serves and other items would add another $2.01 ‘a share 
to the nét asset values back of 'the common. 

The highest price established for the C.I.T. common 
was 9134 in 1936 and the lowest 1074 in 1932. The range 
since 1940 has been 56 high, 191 low. At its recent 
price, the stock would give a yield of ‘almost 6% on a 
$2.40 a share ‘annual dividend. If the rate were cut to 
Sz, it would mean a yield of near 5%. 

A —— of the position of these two companies 
which have had nearly parallel records would indicate 
that, as a whole, Commercial Credit has done somewhat 
better and that its business has held better in the past 
two years of difficult conditions and changes in business 
methods due to the war. It would appear that ‘the com- 
pany has found a greater expansion in its insurance busi- 
ness, although that has been handicapped by the need 
1944 
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of building the reserve of one of the insurance units. 

C.1.T. has made much of its acquisition a few years 
ago of 'the National Surety Co., ‘and this subsidiary has 
bright promise for the future. It has gone into under- 
writing of securities and its manufacturing subsidiaries 
are in miscellaneous electrical supplies. Commercial 
Credit has been actively seeking industrial loans, and it 
hlas also gone into manufacturing on a large scale. Both 
companies have greatly increased their textile trade fac- 
toring of accounts receivable, but this business may be 
less profitable after the war ends. 

C.1.T. has taken the lead in cutting its dividend rate, 
but Commercial Credit may follow before long. The 
post-war outlook for both companies is most promising. 
It may be that some lag in their business will occur for 
a matter of months after hostilities cease in Europe. At 
that time, a decline may develop in their ‘textile factoring 
and in the activities of their manufacturing subsidiaries 
which are now engaged in war work. Motor car busi- 
ness and general installment selling may not be in large 
volume for six months, although some estimates are for 
three months, after the European war ends. During that 
time, however, both of these companies may find a prof- 
itable business in financing the reconstruction program 
of manufacturers who are shifting from war goods to 
peace products. The recent decline in earnings and the 
near term uncertainties seem to have been largely dis- 
counted in the market price of both of these stocks. 
They have not, however, reflected the long term outlook 
for greater activity for both companies than they have 
ever had before and in the writer’s opinion future market 
action probably will be better than average 
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Commercial Commercial 
Credit Co. Investment 
Trust Corp. 
CAPITALIZATION 
Dec. 31, 1943. 
WRNtIatN IONE aces rniecaaws waaees $35,000,000 $30,000,000 
Preleneey Kiel a o0.5 cciciicccicss wes 121,938 sh None 
par $100 
COMMON SGCIES < ecosidiscieaderedceses 1 bal ,473 sh. 3,580,908 sh. 
par $10 no par 
—— PER COMMON SHARE 
ORR Ce ene eee ee 3.17 $2.94 
1942 Be etna adc ered an ste dors 3.55 3.96 
Annual average, 1935-1941........ 5.04 4.70 
AGP le. Pita ais auc tae a 3.62 2.64 
DIVIDENDS PER COMMON SKARE 
First quarter 1944............5000 $0.75 
Second quarter 1944............-. * 0.60 
NGM ere ane coccuweaweids Oss : 00 3.00 
OLS Oe ete ree 3.00 3.00 
Annual average 1935-1941. 3.95-+stock#  4.14-+stock/ 
NEG 6s bh iearctcnccncedaicd des ees 2.00 4.00 
*Not due to be declared until /ater this ouiil 
#Both companies paid 20% sock dividend in 1936 
ASSET VALUES 
Dec. 31, 1943 
Net current assets per common share*. $42.31 $27.47 
Book value of common...........- 29.25 30.42 
*After deducting prior searities 
PRICES FOR COMMON 
Recent Pile@ ss occ denn no ssc case 39 41 
Range thus far in 1944. ........... 41-37% 4514-4014 
LEC ROL. a ecerere 44 25% 445-29" 
Range 1935-1942... /....ccccceee 8474-1614 134-191% . 
TEMA oo occ eiswsismemoncrans 6254 19 
137 
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BUSINESS: Borden, second largest factor in the dairy products field, 
is widely diversified both geographically and as to products. Fluid 
milk accounts for about 35% of total sales. Ice cream is believed to 
rank next from a sales standpoint, followed by other manufactured 
products including a large and growing cheese business. A small 
division contributes butter, eggs, poultry and certain other food prod- 
ucts. With milk prices for the most part subject to farmer and con- 
sumer pressure, margins on fluid milk sales are narrow; such sales ac- 
count for about 35% of the total. Milk plants are located in 15 
states and ice cream plants in 24 states, mostly in the East and Mid- 
dle West. Distribution of manufactured products is nationwide. 


OUTLOOK: Sales, up 15% in 1943 to a new peak, are expected to 
recede this year in line with declining output of fluid milk and dairy 
products but the recession should be moderated by new products such 
as vitamin food supplements, dehydrated soups, eggs, fruit juices and 
coffee extract. Large tax carry-over credit should further bolster earn- 
ings which thus may recede only moderately from the $2.17 per share 
netted in 1943. Possibility of further regulation of the industry some- 
what beclouds the longer term outlook though this factor is somewhat 
minimized by growing diversification. Profits on the whole should con- 
tinue stable as in the past, reflecting the primary character of the 
company's products in the range of consumer needs. 


COMMENT: Finances are ample with cash alone exceeding current 
liabilities by a fair margin and working capital of $66 million showing 
a $27 million increase snce 1939. This growth partly reflected long- 
term borrowing in 1941 10 finance inventory expansion. Of such debt, 
$10.49 million are currenfy outstanding, representing the only obliga- 
tion ahead of the common stock. The 5% yield from the $1.50 divi- 
dend adds to the attraction of this consistent money maker. 


MARKET ACTION: Recent price—3034, compared with the year's high 
of 31'/g and last year's peak ef 2734, reflects the market stability char- 
acteristic of this stock, in view of past stable earnings and liberal 


dividends. 


COMPARATIVE BALANCE SHEET ITEMS 
($s witions) -— 











1943 Change 
26.470 +6.178 
11.499 +6.088 
17.199 +4.963 
34.250 +16.736 
89.418 +33.965 
127.094 10. 
U 60.559 +10.742 
J 66.535 —0.278 
Eceoesk Shean GsaN ae Shoes 3. 6.981 +3,534 
ONE ee 145.713 162.934 +37.221 
LIABILITIES: 
Notes payable.......-.-5---eeee eres — — — 
Accts. payable & accruals............. 9801 20.074 +10,273 
Reserve for taxes... 0.2... -0- cee ec enee 3.243 2.852 —0.391 
Other current liabilities..............-. 3.96 —_— —3.206 
TOTAL CURRENT LIABILITIES....... 16.250 22.926 +6.676 
“7A aE a aa 0.19 0.140  —0.049 
ee PR a ere —— 10.497 +10.497 
eons o Lash aweknese xe cueetes 11,62 24.701 +13.081 
NE Go sai k cAdausbe sae s sees be 65.95¢ 64.875 —1.075 
SERS err ei 31.70 9.79 +8,.091 
8 PN EETEN UT 2 ere 125.713 162.934 +37.221 
WORKING CAPITAL.............-. 39.203 492 +27.289 
END EDs oc cer ccccesecccecevcces 3.4 3.8 +0.4 
Vumnbual Stock 4 wf 
Ass 3 ve on A oe fi 
/FULMOMLLE Vd. NM 
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BUSINESS: A leading producer of linseed oil and important processor 
of soybeans, the company also produces other vegetable oils, operate; 
flour mills, and stores and handles large amounts of grains. Many 
by-products are sold as stock feeds. Additionally, the company oper. 
ates a pharmaceutical division. Business is largely domestic but tung 
and certain other oils are normally imported. Manufacturing and 
storage plants are located in seventeen cities from coast to coast and 
the linseed division is doing some 40%. of the business in the country 
with a processing capacity of 15 million bushels annually. Grain stor. 
age facilities hold over 50 million bushels while the flour milling sub. 
sidiary has a daily capacity of nearly 30,000 barrels. 


OUTLOOK: Larger soybean and linseed crops indicate increased pro. 
duction of oils and as demand exceeds supply, capacity operations 
are assured for some time. Sales however may not match last year's 
due to a substantial decline in inventories. Milling operations should 
continue high and profit margins, squeezed by higher grain costs, are 
being restored by subsidies. Postwar outlook is excellent due to pros 
pective heavy demand from major outlets including the paint industry, 
and development of soybean oil enhances longer term pospects. 


COMMENT: Past earnings were substantial, averaging close to $5 per 
share, and should continue high but no change in the $2 dividend rate 
is expected. Finances are ample and working funds, despite capital 
outlays, have uptrended in recent years. Large undistributed earnings 
and a sharp reduction in inventories permitted liquidation of $204 
million bank loans during the 1943 fiscal year while working capital 
rose $3 million. Reflecting fair stability of demand and conservative 
financial management, the company has an unbroken dividend record 
going back to 1927. 


MARKET ACTION: Recent price—47, close to the 1943 high of 47% 
and the 1944 high of 50. Excellent past record makes for below aver 
age volatility and recent good resistance in reactionary markets has 
been noteworthy. 


* COMPARATIVE BALANCE SHEET ITEMS 
($ millions 
1939 1943 Change 
ASSETS 
Gio kee asian’ ove ted ecinee MESS 2.099 6.872 44,773 
Marketable securities..........--...--..- —— 0.200 +0,200 
PMETIMUIDE TENS 5.5.0.0 6.555.014 0.0.00 4 6 t-p:0:0:676 3.265 7.738 +4,473 
ee Ee 16.789 25.053 +8.264 
ee EARENAN MONEE 6 0.6.0 560500060 vee eese 0.670 0.275 395 
TOTAL CURRENT ASSETS............ 22.823 40.138 417.315 
eae eemenne 18.511 18.802 +0.2 
(Pe sn SS ae Renn cer err ae ir 8.425 7.84: —0.581 
RTE of (vice Sic 535 Sioa sis Fiala ules 10.086 10.958 +0.872 
RR ari oe Vic SU STO 1.530 3.296 41.766 
le fo RES 3 | eee ere 34,439 54.392 +19.953 
LIABILITIES: 
Notes payable. .ccccccccesccescceseseee 7.324 0.400 —6.924 
Accts. payable & accruals ................ 1.805 7.643 +5.838 
RRR TIRED 6.6 6.5:0.005.6 6 0:0(0 tis. 9.0:0006 0.867 12,868 +19.001 
Other current liabilities................-. 0.154 0.8 +0,646 
TOTAL CURRENT LIABILITIES......... 10.150 21.711 +11,561 
Long form debl.....cccccseeseesceceeess me 1.400 +1.400 
be +0.111 
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rocessor BRUSINESS: Adams-Millis, largest maker of low-priced hosiery for men, 
we vomen and children, has an annual capacity of five million dozen pairs. 

any Biulk of output consists of cotton, and cotton and rayon hosiery, and for 
. Per Bike duration, facilities for production of silk hosiery is also used to turn 
ut tung Bout these lower-priced lines. Each of the company’s mills, located in 
ad and BNorth Carolina, is a complete unit and they are said to rank among 
ast and Bike lowest cost producers in the industry, the result of continuous im- 
county Borovements and modernization of machinery. About 75% of sales are 
in stot Frade to variety chains, hence promotion and selling expenses are gen- 
"g sub Beally small. 

OUTLOOK: Rayon yarn allotments have been raised and with the help 
od pro Bot other fibers, supplies should be adequate to meet demand which 
rations Butrently is bolstered by military shipments. Principal problem is man- 
year's Boower but barring any deterioration, production should hold up well. 
should fthough demand for low-priced hosiery is relatively stable, large volume 
sts, are Bis required to maintain satisfactory operations owing to keen competi- 
> pros: Bion and normally narrow profit margins. The company’s strong trade 
dustry, Boosition and low operating costs should assure comparatively well 

maintained earnings over the longer term. Rapid inventory turnover 
$5 fends to minimize the effects of changing prices on profits. 

per 
1d rate FCOMMENT: Sizable earnings together with a conservative dividend 
capital policy enabled the company to build up working capital above 1929 
arnings Mevels and it currently amounts to twice the 1939 figure. About $1.7 
$20.4 Enillion have been expended for plant improvements since 1937 and 
capital outstanding preferred stock was redeemed in 1938, leaving 156,000 no- 
rvative Bpar common shares as the only capitalization which imparts considerable 
record geatnings leverage. Company has a good year-in and year-out earnings 
record, doing fairly well even in normally poor years. This should con- 
tinue in the future with immediate postwar prospects quite good. 
f 47 
oo MARKET ACTION: Recent price—30, close to the year's high of 
ts has 2098 and the 1943 high of 32!/2. Below average volatility in the past, 
based on proven earnings stability, has — been reflected in recent 
unsettled markets with the stock deviating little from the 1943/44 peaks. 
COMPARATIVE BALANCE SHEET ITEMS 
oa ($ millions, 
73 1939 1943 Change 
ASSETS: 
“4 RE Ere eee Coe 0.303 1.746 +1.443 
64 Marketable securities. .........-..--0 eee eeee 0.388 0.283 —0.105 
95 Receivables, net...........- -. 0,560 0.589 +0.029 
15 Inventories _ ACCC HUCEE -. 0,960 0.825 —0.135 
94 Other current assets. ........ — a pie 
81 TOTAL CURRENT ASSETS. 2.211 3.443 +1.232 
9 MII ieee rn oa saccce +c cess tasicinye 4.104 4.541 +0.437 
66 MARCIE: 66 sto cy ss con eeies Se eee wen .002 9.570 +0, 568 
= TS... cin asciesnuneanvcene 9102 1.971 —0.131 
Nr 21h ores.s) cree G ance srsisin ma sisse ances 0.192 0.366 +0.174 
24 Lol Ay a SARC Sne caer cererrr 4.505 5.780 +1.275 
38 LIABILITIES: 
01 Notes Payable... ...cccceesscccecceccccens 0. — —0.400 
46 Accts, payable & accruals..........-...---+- 0.223 0.356 +0.133 
51 TEN MEMES 6 566 6.0.6.6. 0. a0 0 sic to esd ecinee ee 0.169 0.188 +0.0 019 
00 Other current liabilities..............--.-+-- — — 
1 TOTAL CURRENT "LIABILITIES ea evgawaeens 0.792 0.544 —0.248 
50 Long term debt.........----+--- — a 
30 ca RR 0.600 +0.541 
3 Oo ere 0.614 —_ 
54 SSR 4.022 +0.982 
TOTAL ga 5.780 +1.275 
WORKING CAPITA 2.899 +1.480 
MEME Sais sisi ecle co cies dane cleepia bine asivie 6.3 +3.5 
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BUSINESS: This company is one of the leading producers of plate and 
safety glass for the building and automobile industries, and the largest 
manufacturer of window glass. The automotive industry normally ac- 
counts for over 60% of sales. A contract to supply General Motors’ 
glass requirements was extended to 1945. Plant capacity is over 340 
million square feet of flat glass annually with plants located close to 
important raw materials supplies, cheap fuel and leading markets. Last 
year, the company acquired full ownership of Plascon Co., an impor- 
tant maker of compounds used in plastic products. Currently, a good 
deal of war work is done, including fabrication of Plexiglas for air- 
craft sub-assemblies. 


OUTLOOK: Reduced demand for safety glass for civilian automobiles 
is being cushioned by its war-time applications in military vehicles and 
airplanes, and output of special optical, precision and bullet-proof 
glass is increasing steadily. Consequently, war-time earnings have been 
steadily recovering after their initial slump. Longer term outlook is 
excellent, resting primarily in expected large postwar sales to the auto- 
motive and building industries, both of which anticipate a sizable 
boom. Constant increase in miscellaneous glass products sales and 
expansion in other fields such as plastics and pre-fabricated housing 
should eventually lead to new sales peaks. 


COMMENT: Despite liberal dividends and substantial capital expendi- 
tures, finances improved considerably in recent years and are highly 
satisfactory with cash alone exceeding current liabilities by a good 
margin. The common stock issue of 2,505,037 shares represents the only 
capitalization. The stock is reasonably priced in relation to normal 
earning power which averages better than $3 per share. Last year's 


| dividend of $1.50 should at least be repeated this year. 


MARKET ACTION: Recent price—47!/, compared with the year's high 
of 48/4 and the 1943 high of 4336. The stock reacted very little in 
recent unsettled markets with the normally cyclical nature of the com- 
pany’'s business apparently overshadowed by excellent postwar prospects. 


ate SHEET ITEMS 











millions) 
1939 1943 Change 

ASSETS: 
Cc 8.871 8.299 —0.572 
Marketable securities. . —_— 0.284 +0.284 
Receivables, net............ : 9.277 4.859 +9. 589 
[ee erent 6.056 10.871 +4815 
Ce CE IR oo o.oo woe i es ceccnne — — pbs 
TOTAL CURRENT eee 17.204 24.313 +7.109 
Lik Seep SRR rsraccrr 8.641 3.00 +4,366 
Cr oe ere crc 32.335 38.296 +5.961 
Pee po a a 16.306 14.711 —1.595 
CN ai oo sec dilea a vandnonces<'s 13.438 13.548 +0.110 
TOTAL ASEEIS. 2220. ccsccccccccseceses 46.94: 52.572 +5.624 
LIABILITIES: 
| SR Cee CeCe or — aa 
Accets. payable & accruals................. 2.295 3.290 40.995 
WaseeN MON TEER s «ccc ecco cscess nena 1.675 2.416 +0.801 
Other current liabilities..................- — 0. +0,664 
TOTAL CURRENT VABILITIES. 3.970 6.430 +2.460 
Long form debl.......ccccccccccesssscese —— ee 
Reserves..... 2.02 0eeeceeecreeeeec cee cees 2.965 5.324 +2.359 
—— Midd anas decades incccwadcedadexesss 15.707 15.930 +0.223 

RMRSe acd acne nalasaasasdeacaaes 24.306 24.888 +0.582 
TOTAL EMIS crcicice cucinecs ome te .948 52.572 +5.624 
WORKING CAPITAL........--..--.55- 13.234 17.883 +4649 
CS oe ash ccpenebawie meee 4.3 3.7 —0.6 
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BUSINESS: Eaton Mfg. is engaged in the manufacture of a wide 
variety of metal parts and devices used primarily in the automobile 
industry for original equipment and replacement purposes but also by 
makers and users of other types of machinery and equipment, includ- 
ing aircraft engines. Normally principal customers are Chrysler, 
General Motors, Ford and International Harvester. Aircraft equip- 
ment sales which until recently were less than 25% of total sales, have 
been a major factor in the past two years. Automotive items include 
axles, springs, valves, valve seat rings and tappets, car heaters, stamp- 
ings and castings. Aircraft products include engine valves and other 
important items such as propeller shafts. 


OUTLOOK: With bulk of production now in aircaft parts, war output 
should predominate for the duration and further gains in sales, and 
possibly in earnings, may materialize despite taxes and renegotiation. 
Postwar outlook is promising, based on large pent-up demand for auto- 
mobiles and growing diversification in the aircraft equipment field. 
Despite normally keen competition, close cost control enables Eaton 
to operate profitably even in periods of subnormal volume, appreci- 
ably bolstered by growing replacement parts business. 





COMMENT: Past earning power has been large, averaging about $3 
per share, and dividends were generous with $3 paid annually since 
1940, currently affording a yield of nearly 7%. Finances are excellent 
and current large expansion requirements are readily met, partly with 
the aid of Govt. funds. Emergency plant facilities, provided by the 
latter, are well amortized. 1944 earnings should compare favorably 
with last year's of $5.19 per share and renegotiation refund reserve 
of $14 million should be ample to meet any contingency. Reconver- 
sion should be relatively simple, hence contingency reserves need not 
be large. 


MARKET ACTION: Recent price—4334, compared with 1944 high of 
447, and 1943 high of 4536. Recent market action was excellent, re- 
flecting optimism over postwar prospects and the generally satisfac- 
tory status of the company. 


COMPARATIVE BALANCE SHEET ITEMS 
($ millions) 












1939 1943 Change 

ASSETS: 
ee kchedsiee berate bobbuenc wees ese 2.863 7.028 +4.165 
Marketable securities................-65. 0.502 5.575 +5.073 
ES SS eer eee ee ee eee 2.723 9.023 +6.3 
eT eee 3.63 13.250 +9.615 
Other current assets 0.044 0.425 +0.381 
TOTAL CURRENT ASSETS : 35.301 +25.534 
Plant & equip J 13.081 +0.079 
Less depreciation . 6.987 +0.904 
eee ee i 6.094 .825 
Emergency facilities, net...............-+ — 1.051 +1.051 
SR G3 '5055 5 a5. 56:5-6:s.¥iecsre8 8 0.558 3.393(a) +2.835 
ee 17.244 45.839 +28.595 
LIABILITIES: 
eee — — — 
Accts. payable & accruals....... 1.589 6.573 +4.984 
ee ee ae 0.651 3.783 +3,132 
Other current liabilities........... 0.563 14.807(b) +14.244 
TOTAL CURRENT LIABILITIES... 2.803 25.163 +22.360 

Ehaaeeenaataanwae we'e:6 0.309 0.944 +0.635 
SEE So cine poses soc UR Aeneas sasnnee 2.872 2.872 —_ 
MN asi 5 aa Sete 6s Woo 8 6b od 11.260 16.860 +5.600 
NESS OT See oer 17.244 45.839 +28.595 
WORKING CAPITAL.................. J 10.138 +3.174 
EO CoG acs yiiss>s cuss scene 3.3 1.4 —1.9 


(a) incl. postwar tax refund $2.10 mill. 
(b) incl. renegotiation refund reserve $14.09 mill. 
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BUSINESS: This company is the leading maker of warm-air heating 
equipment, the line in recent years being rounded out by oil and ga; 
burners and coal stokers. Additionally, it makes and installs air con. 
ditioning equipment. Medium to higher-priced homes are the major 
outlets for warm-air equipment but efforts of late have been directed 
toward gaining wider representation in the low-cost housing field, 
Products are sold directly to users and installed by the company's own 
service forces, with the bulk of sales consisting of replacement business 
rather than installations in new homes. Nearly 500 direct factory 
branches cover virtually the entire country. 


OUTLOOK: Special military work and sale of repair parts support 
war-time operations and earnings are well maintained, amounting last 
year to $3.45 per share compared with a prewar average of around 
$2.50 so that the $2 dividend is well protected. More liberal metal 
allotments for normal line production should eventuate this year 
which should more than offset prospective decline in war work. Re- 
placement demand is large, reflecting high consumer purchasing power, 
and heavy deferred demand enhances the longer term outlook. 


COMMENT: Finances are strong and the capital structure is extremely 
conservative, consisting of 450,442 common shares only. Cash assets 
are nearly three times current liabilities and working capital of over 
$10 million is ample for even heavy postwar operations. Growth pros- 


| pects are outstanding especially in the air conditioning field, and such 
installations together with furnace installations in homes, commercial. 


and public buildings are expected to run high. Dividend yield of 5% 
adds to attractive outlook. 


MARKET ACTION: Recent price—38!/4, compared with 1944 high of 
39/2 and 1943 high of 4034. In contrast to normally average vole- 


| tility, recent resistance to selling pressure has been excellent, reflect- 


| 
| 


ing market optimism over company's position and prospects. 


COMPARATIVE BALANCE SHEET ITEMS 








($ millions) 
1943 Change 
ASSETS: 
Mss ciisaio a ocbsioisie sn ccsnlaeeuGeeiauleis 3.321 5.560 +2.239 
Marketable securities.............---2.+-- 5.222 +5,229 
oe EAE a eee 4.702 1.312 —3,390 
FVM HON soo. s5 a vss steiner cesereree 1.860 1.978 +0.118 
Other current assets.............5- ese eee 0.504 0.305 —0.199 
TOTAL CURRENT ASSETS...........--- 10.387 14.377 +3.990 
Plant & equip..........-.-. wahyawces | ee 2.426 +0.175 
Less depreciation 1.186 1.375 +0.189 
NIEMINEN ooo. 6:05e's s.60't 0's mie'eita staves) 9 .065 1.051 —0.014 
INN is. c 5. Ch 0016 alas ews oo roe 4 0.534 1.015 +0,481 
CN > ares 11.986 16.443 +4457 
LIABILITIES: 
DIED 6 6656/5 os 5:03 beso shisseeiecerie —_— _— en 
Accts. payable & accruals...............-- 1.155 2.899 +1.744 
60: 1.018 +0.414 
0.014 +0.001 
3.931 +2.159 
0.002 4 —0.319 
0.239 —0.086 
4.504 ae 
7.767 +2.703 
16.443 +4,457 
10.446 +1,831 
3.6 —2.2 
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PURITY BAKERIES CORPORATION 
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BUSINESS: Purity Bakeries, third largest domestic baker, operates 52 
plants in 14 eastern, middle western and southwestern states. Cushman 
Sons, Inc., a subsidiary, operates about 160 bakeshops in the New 
York metropolitan area. Over 1000 salesmen, using delivery trucks, 
distribute the company's products to more than 100,000 retailers in 31 
states. The business is practically on a cash basis. Bread is by far the 
most important volume product but cakes and pastries contribute 
about 45% of dollar sales and an even larger percentage of profits. 
Bread is marketed under the trade names Taystee, Purity and Sweet- 
heart. Labor costs, largely for distribution, are relatively heavy. 


OUTLOOK: The recent uptrend in sales is expected to continue over 
the nearer term with sales of higher margined cake and pastry lines 
further responding to high consumer incomes, food rationing and re- 
duced home baking. But while operating income may increase mod- 
erately, higher taxes will hold net earnings near 1943 levels of $2.86 
per share compared with prewar average of about $1.70. 1944 divi- 
dends should equal last year's payment of $2.10, yielding 10% at 
current market. Keen competition normally severely restricts margins 
on bread sales, thus longer term earnings will fluctuate primarily with 
cake and pastry sales which in turn are principally influenced by 
changes in consumer income. 


COMMENT: Finances are sound with cash items exceeding current 
liabilities by a wide margin, and current working capital nearly twice 
that of 1939. A 5% debenture issue was called in 1943 and replaced 
by an unsecured 10-year 3% note of $3.9 million of which $3.6 mil- 
lion are currently outstanding. Beyond that, there are no obliga- 
tions preceding the common stock. 1943 sales of $56.6 million were 
the highest in company’s history. While postwar growth prospects are 
uncertain, liberal dividend yield adds to speculative attraction. 


MARKET ACTION: Recent price—215, compared with 1944 high of 
223% and 1943 high of 22!/2. Normally above average volatility has 
been superseded by excellent market resistance reflecting high cur- 
tent earnings. 


COMPARATIVE BALANCE SHEET ITEMS 









($ millions) 
1943 Change 
ASSETS: 
MN le id as cat cna cig. vietalaty area neine hes? sie 4.227 +1.069 
Marketable securities 3.000 +3.000 
Receivables, net 0.403 +0.053 
Inventories, net......... 2.323 +1.307 
er current assets 0.036 +0.036 

TOTAL CURRENT ASSETS 9.989 +5.465 
PIM S GED cc coscccscees 21.039 —3.721 
Less depreciation 8.726 —1.223 
DEM EROREN Fe cc cin cine cc cte ccc ccccwcctoinse 12.313 —2.498 
ee eee Or ee 6.609 —t1.602 
TOTAL ASSETS 28.911 +1.365 
LIABILITIES: 
DIEM cos canaries ncescessece tone —— 0.300 +0.300 
Acets. payable & accruals...............-5 .407 1.721 +1.314 
MMMMEMMINIEEER cece ccccnce sess seccesces 0.894 2.815 +1.921 
Other current liabilities...............+0+- 0.406 — . 
TOTAL CURRENT LIABILITIES.......... 1.707 4.836 +3.129 
Minority Interest & subs. pref. stock......... 3.032 1.373 —1.65 
GI MINOR 05 0 6 5 sie'ts ca wesccsssewass cre 3.600 +3.600 
Long term debl..........-.-0-+000- aa 5.685 — —5.685 

eserves... 0.429 0.100 —0.329 
Capital... 9. 9.659 +0.013 
NN ic aa fasaiavayclaisig 6 aiv/8)s19i5- ciate @ sieiwereieiers 7.047 9.343 +2.296 
TESTE EIATIRITIES. «0: - i cccccccesecces 27.546 28.911 +1.365 
WORKING CAPITAL 6 o..000.0:66000s000000 2.816 5.154 +2.338 
| SRR erence rrr 2.6 2.0 —0.6 
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BUSINESS: International Shoe, with 45 factories for the most part 
grouped in the St. Louis area, is the country's largest shoe manufac- 
turer with output consisting of men's, women's and children's shoes. 
Plants have a normal capacity of about 200,000 pairs per day and 
1943 production was over 50 million pairs. Most of output is popu- 
larly priced and sold to over 70,000 retailers under the trade names 
Star, Diamond, Triangle, Winthrop and others, with rural areas taking 
a major portion. Shoes are also made for chain stores for sale under 
their own brand names. Most of the leather used is processed in the 
company's seven tanneries and there are nearly 50 other factories for 
production of various supplies. 


OUTLOOK: Because of raw materials restrictions, production and ship- 
ments in 1944 will probably decline moderately though some improve- 
ment is possible later in the year when the leather shortage is expected 
to ease. Government demand, last year accounting for 27% of sales, 
continues heavy. Favorable spreads on higher-priced lines should pro- 
tect margins despite rising costs, and over-all recession in 1944 earn- 
ings may be quite small. Postwar outlook is promising and in view of 
well-diversified character of output, earnings should continue compara- 
tively stable, in line with good cost control and fairly constant de- 
mand for lower priced lines. 


COMMENT: Company paid dividends continuously for thirty years 
which together with current satisfactory yield of nearly 6% from the 
$1.80 dividend and the good postwar outlook gives the common semi- 
investment status. Prewar earnings averaged nearly $2 per share. 
Finances are sound with cash items over four times current liabilities 
and working capital totalling some $65 million. Inventories, normally 
large, last year were reduced by $6 million to meet insistent demand 
which further enhanced financial liquidity. Capitalization is simple. 
consisting of 3,340,600 shares of common stock. 


MARKET ACTION: Recent price—37!/2, compared with 1944 high of 
3734 and 1943 high of 3834. Reflecting good earnings and the out- 





standing dividend record, the stock has always displayed above aver- 
| age market stability. 


COMPARATIVE at a SHEET ITEMS 








millions) 
939 1943 Change 

ASSETS: 
CHER. cc cccececccccee 22.319 19.255 —2.064 
Marketable securities _ 9.44 +9, 449 
Receivables, net.... 16.155 15.842 —0.313 
Inventories, net........+-e-eee5s re 25.937 26.249 +0.312 
Other current assets. ....-...------- sence 0.097 0.161 +0.064 
TOTAL CURRENT ASSETS.........-.--> 64.508 10.956 +6.448 
PIN AEGON Blcccre cc ccccccccccccsessecas 42.756 42.687 —0.069 
est CERISCINNON. 6... ccc ccc ccccecccces 24.964 27.129 +9165 
eer rr re Corr 17.792 15.558 —2.234 
CO aoocin 5 ccc nccicccdvncdeaveees 1.9 2.394 +0.450 
LOL) WO 7. Eee oe 84.244 88.908 +4.664 
ewe seapeoninc 

lotes payable. ......-- eee ee cece rceeeee oa — —— 
Accts. payable & accruals.......-..+-0000. 3.198 4.914 +1.716 
Reserve for taxes.......0-ccececccccceeces -100 —_ —1.700 
Other current liabiliti 1.030 +0.902 


TOTAL CURRENT 
Long term debt..........---- 





FOR PROFIT AND INCOME 


Company Forecasts 


Usually professing to regard the 
future as “uncertain,” most business 
men are leery about venturing fore- 
casts. Not so Vice-President Frank 
D. Newbury of Westinghouse Elec- 
tric. At a recent forum of machine 
tool makers in Pittsburgh he predict- 
ed that Westinghouse post-war sales 
would be around 60 per cent of peak 
1944 war-time billings. That would 
mean a volume approximately 75 per 
cent above maximum pre-war sales. 
We hope the gentleman will prove 
correct in his prophesy—and if he 
has a reliable crystal ball we'd like 
to borrow it for an hour or so, as 
there are a number of other things 
about the future we’d like to get the 
advance low-down on. _ Seriously 
speaking, we have a strong “feeling” 
that post-war business will be very 
good, but it seems early to be figur- 
ing percentages. 


Shifts in Steel 


The accompanying bar chart shows 
that changes in the distribution of 
steel consumption brought about by 
war have been less drastic than most 
people imagine. The biggest shift is 
in shipbuilding, which took so little 
steel before the war that this division 
can hardly be seen on the chart but 
which consumed 20.7 per cent of fin- 
ished steel output last year. The di- 
vision “all others” includes guns and 
ammunition. This steel use will, of 
course, shrink sharply after the war. 
Post-war steel exports will be lower 
than now, but for a time probably 
will be higher in tons and percentage 
than before the war. The most im- 
portant peace-time shifts will be the 
restoration of automobiles and of 
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construction as by far the most im- 
portant single consuming outlets for 


steel. Another interesting fact 
brought out by the chart is that 
post-war consumption of steel would 
merely have to equal that of the pre- 
war year 1937 to constitute a vol- 
ume two-thirds as great as maximum 
war output. However, most econo- 
mists guess-estimate that in the 
“catching up period,” after recon- 
version, our total industrial produc- 
tion will be 25 to 50 per cent higher 
than in 1937. If that is so, total 


| 





post-war steel consumption might be 
close to present levels. 


Building Earnings 


“Building” is a broad word when 
applied to stocks. Despite slump in 
construction volume, some materials 
companies continue to do pretty well 
on war work and essential home re- 
pair volume. Both Johns-Manville 
and Flintkote earned more in the 
first quarter than a year ago. Ce. 
ment companies are hardest hit. 
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4 Railroad Passenger Volume 


The railroads probably will never 
igain haul as many passengers as 
hey did before automobiles an 

buses entered the picture in a big 
way —— nor as many as they are now 
serving in war-time. But there was 
clear evidence, some years before 
the war, that the long-term decline 
had terminated and _ that a sub- 
stantial passenger patronage could 
be regained via fast, comfortable, 
cheap, lightweight streamliners. 
Building on this encouraging ex- 
perience, the railroads plan an 
aggressive competitive fight for 
passenger business after the war. A 
survey among rail managements re- 
cently made by the Pullman-Stand- 
ard Car Manufacturing Company 
shows that major emphasis will be 
placed on passenger comfort, lower 
fares and the most efficient rolling 
stock available. They believe that 
air competition can be met to some 
extent on a cost basis; and that 
automobile and bus competition can 
be met on the combined basis of 
comfort, time-raving and cost. Capi- 
tal investment by the railroads, 
which will emerge from the war in 
radically improved financial condi- 
tion, promises to be a very im- 
portant contribution to post-war 
industrial activity. 






Bond Stores 


Excuse us for doing a bit of harp- 
ing on this aggressive merchandis- 
ing concern. We have spoken favor- 
ably of it before, impressed by its 
excellent war-time results and its 
post-war potentials. Given the peace- 
time lével of consumer purchasing 
power to which the objectives of the 
Government, industry and labor are 
geared, Bond will get its share of 
the clothing business — and some 
to boot. For. one thing, and im- 
portant, returning service men will 
need and buy a lot of “civiles”. 
Bond stock has recently been mak- 
ing new highs, contrary to the 
general market performance; and 
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is at another new high, to the frac- 
tion, as we write this. It is for that 
reason, as a matter of fact, that we 
could not resist the temptation to 
make additional comment. — 


Mathieson Alkali 


_ Heretofore this well-known chem- 
ical producer has not had a reputa- 
tion for startling achievement in 
research. Most of the “ain’t science 
wonderful” publicity has gone to 
others, most notably du Pont. How- 
ever, things now seem to be chang- 
ing. President C. W. Dolan has just 
announced that Mathieson research 
has perfected a new type synthetic 


rubber superior in some respects to 


Buna-S which constitutes most of 
the synthetic rubber thus far made 
in the country. The Mathieson 
rubber is strong, tough, resistant to 
cuts and abrasions. It tops Buna-S 
in ability to withstand high temper- 
atures, also in greater resistance to 
moisture, oil and gases. It should 
have special promise for truck and 
bus tires. 


Debt Retirement 
Most all of the rails expect to 
make further substantial reduc- 
tions in funded debt this year. With © 
respect to earnings and improved 


credit standing (both far more im- 
portant to the companies than 
market sentiment on rail stocks) 
railroading has been the outstand- 
ing “war baby” of World War II — 
a situation strikingly different from 
popular, and erroneous, expectation 
at the start of the war. Moreover, 
the traffic slump in the transition 
from war to peace can hardly be 
either as sudden or as great as some 
of the pessimists imagine. War with 
Japan will require large movements 
of troops, equipment and supplies. 
Demobilization of men and equip- 
ment, spread over a lengthy period, 
will require much rail haulage. 
Finally, a permanent defense estab- 
lishment much larger than before 
the war means considerable busin- 
ess for the rails. For a time during 
reconversion some industries will 
have either no volume at all or 
much less than in best pre-war 
years; but the rails, throughout the 
transition period, can hardly fail 
to have more business than in 
their best pre-war years, although, 
of course, considerably lesss than 
now. On the basis of reduced fixed 
charges, even with continuing high 
taxes, earnings should be “fair”; 
and excellent as compared with 
those of 1936-1937. 








INDUSTRIAL VARIATIONS IN 


FIRST QUARTER EARNINGS 


















































Net Income (a) Per 
No. First Quarter Cent 
of Cos. Industrial Groups 1943 1944 Change 
19 Food products $18,125 $17,737 — 2.1 
10 Textiles and apparel 3,705 3,423 — 7.6 
13. Paper products 3,060 3,205 + 4.7 
24 Chemicals, drugs; etc. .........cccscccccssseceeseese 27,369 23,852 —]2.9 
11 Petroleum products 21,214 31,147 +46.8 
12 Stone, clay and glass 5,144 7,510 +46.0 
25 Iron and steel 43,511 40,311 — 74 
9 Electrical equipment 18,994 19,352 1.9 
20 Machinery ; 6,862 8,033 +17.1 
22 Autos and equipment 43,553 52,520 +20.6 
48 Other metal products ..........c.cccccscssseee: 31,526 30,100 — 45 
25 Miscellaneous manufacturing ................ 14,671 16,471 +12.3 
238 Total manufacturing 237,734 253,661 + 6.7 
33 Mining and quarrying ............scsessessesees 13,397* 13,228* — 13 
14 Trade (whol. and retail) 4,638 3,871 —16.5 
10. Service and construction 2,822 3,272 +15.9 
295 Total $258,591 $274,032 + 6.0 


* Before certain charges. 


(a) Three ciphers omitted. 
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Did You Know? 


Did you know that the Standard 
Oil Company of Indiana ows 1,851,- 
071 shares stock in Standard Oil of 
New Jersey? It was acquired years 
ago through sale of Indiana’s Latin- 
American properties and _ present 
market value is around $100,000,- 
000. The holdings equal not quite 
6.8% of the 27,278,000 shares of 
Jersey outstanding. In recent years 
Indiana’s own crude production has 
been boosted to 57 per cent of its 
refinery runs, against 43 per cent 
in 1938. 








STOCKS CURRENTLY SHOWING 
ABOVE-AVERAGE STRENGTH 


Adams Millis Kimberley-Clark 
Bond Stores Lane Bryant 
Col. Broadcasting Lion Oil 
Barker Bros. Marine Mid. 
Bigelow-Sanford Purity Bak. 
Ex-Cell-O Union Pacific 
Hazel-Atlas Unit. Mer. & Mfr. 
Clark Equip. Cons. Film 
Gamewell Pacific Mills 
Mohawk Carpet Sheaffer Pen 
Schenley Borde 


n 
National Distillers Stand. Oil N. J. 








This And That 


New York Central’s latest 
balance sheet showed net current 
assets of $105,000,000, against $72,- 
000,000 a year ago, gain of $33,000,- 
000°. . . Stocks now selling below 
net current assets per share and all 
paying dividends include American 
Seating, Reliable Stores, Bigelow- 
Sanford Carpet, General Cigar and 
Mack Truck . . . Stockholders who 
hoped for action on the New York, 
Chicago and St. Louis road’s pre- 
ferred arrears were disappointed 
but probably not greatly surprised 
when the management informed 
them debt -retirement must still 
come first .. . Columbia Broadcast- 
ing, previously spoken well of in 
this publication, “acts” well, in- 
deed, in the market, being at this 
writing within 14 of the year’s high 
but still yielding a generous 6.55 per 
cent on $1.90 dividend. . . It is be- 
lieved likely that Schenley will con- 
tinue to pay $2 dividend after split- 
up, equal to $3 rate on present stock 
. . « United States Steel has just 
acquired a substantial interest in 
Gunnison Housing Corporation of 
{ndiana, one of the pioneers in home 
prefabrication . . . Option dealers’ 
puts and calls indicate that these 
hard-boiled figurers of odds do not 
expect wide net change in most 


144 


-peace. 


stocks over the next several months 
..- Lee Rubber, with about the best 
dividend record in the industry, ex- 
pects another record year to be 
recorded when its fiscal period ends 
next October. 


Unusual Dividend Record 


Many companies, of course, can 
boast a much longer dividend 
record than Paramount Pictures, for 
this company is not so many years 
out of the financial “dog house.” 
But the new Paramount is a much 
different enterprise from the old 
one. An unusual thing about it is 
that the dividend has been success- 
ively increased in each of the past 
five years. If any other prominent 
company has been able to do like- 
wise in war-time, we are not aware 
of it. Present indicated dividend 
rate of $1.60 yields about 6.4 per 
cent on current price, which is mid- 
way between 1944 high and low; 
and since earnings liberally exceed 
this rate and financial position is 
comfortable, we would not be sur- 


prised if Paramount adds a sixth to . 


its string of dividend increases. 


Plant Spending 


United States Steel has invested 
some $450 million of its own funds 
on plant expansion and improve- 
ment during'the war period. The re- 
cent General Electric report states 
this company spent $116,000,000 on 
new plant in past four years. United 
States Rubber is nearing completion 
of a $25 million program to enlarge 
tire-making capacity. Money speaks 
louder than words. Many industrial- 
ists talk gloomily about the “uncer- 
tainties” confronting business—but 
what they are doing with corporate 
capital funds is a bet on the future 
of America and on the future oppor- 
tunities for private enterprise. 


Mergers 


The era ahead is expected to 
bring numerous mergers, especially 
among companies of small and 
medium size. Nor will all wait for 
A currdént example is nego- 
tiation by Sylvania Electric Pro- 
ducts, Inc., for acquisition of Colo- 
nial Radio Corp. Latter normally 
makes: receivers for certain auto- 
mobile companies and a leading 
mail order concern. Mainly in war 
work, Sylvania last year had volume 
of more than $60,000,000; Colonial 
about $56,000,000. 


Tin Cans 


Continental Can’s President Car] 
C. Conway recently went on record 
as being highly optimistic on the 
future of tin containers. Acknovw. 
ledging competition from glass, pa 
per and plastics, he said the tin can 
is still the “toughest and _ laziest” 
container for foods — but, just in 
case, Continental has made sub. 
stantial investments in the paper 
container business, plastics and 
crowns. It plans, in short, to more 
than hold its own in the container 
field, whatever the materials used, 


. 
Decca Records 


This stock holds well in a cautious 
market. Present price around 25 
compares with year’s high of 26% 
and low of 2154. The $1.45 dividend 
yields 5.8 per cent., but the interest 
of speculative holders and buyers 
centers predominantly in post-war 
possibilities. For the rest of the 
war there appears to be a ceiling on 
earnings somewhere around $2.40 
to $2.60 a share. But post-war po- 
tentials are regarded as promising, 
due partly to the nature of the 
business and more so the proven 
aggressiveness and ingenuity of the 
management. 








STOCKS RECENTLY SHOWING 
GREATER-THAN-AVERAGE 
WEAKNESS 


Climax Molybd. Am. Snuff 
Diamond Match Chile Copper 
Reynolds Tob. Math. Alkali 


Sperry Food Fair 
Loillard Munsingwear 
Air Reduction Celeanese 
Parke Davis Allied Chem. 
Miami Copper Rep. Steel 
Am. Steel Fdrs. Monsanto 


West, Auto Sup. 
Harb. Walker 


Boeing Air 
Cutler Ham. 








International Business Machines 


President Thomas J. Watson 
states that International Business 
Machines Corporation expects a very 
substantial foreign business and 
plans to reorganize its activities in 
this direction. Relating to new 
business, both domestic and for- 
eign, there are 84 engineering and 
development projects now in IBM 
laboratories. Last year the company 
spent $1,250,000 on such develop- 
ment work; and has spent over 
$1,000,000 similarly in each year 
since 1937. It pays, as is attested by 
the excellent IBM earnings and 
dividend record. 
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Opportunities For Income and Appreciation 


In Bonds and Preferred Stocks 


BY JACKSON 


ARKET TRENDS: Recent reaction- 
ty tendencies in speculative and 
kmi-speculative bonds and preferred 
vocks reflect the same mood of invest- 
fment caution that is present in the 
hock market and for the same reasons 
that is, tension as the invasion is 
hwaited and more sober appraisal of 
usiness prospects during the transition period after 
feat of Germany. Compared with best pre-war levels, 
most all bonds and preferreds are in a much more ad- 
anced position than common stocks. Since the un- 
lerlying reasons for this appear both valid and strong, 
e do not expect serious decline but further reaction in 
sues of less than highest grade is possible, if not prob- 
ble. Relatively few are currently in a safely attract- 
ve buying zone. Regarding highest grade fixed-in- 
ome issues, we do not see possibility of more than very 
mall and temporary dips as we expect interest rates to 
emain low under firm Government control. In bonds 
iid preferreds of medium or lower grades, close appraisal 
mn an individual situation basis is even more essential 
fan in common stocks since “divergencies” are nu- 
herous. 


SUGGESTED BOND SWITCH: To holders of Texas 
t Pacific-Missouri Pacific Terminal Railroad of New 
Drleans 5148 of 1964, now priced 


issues. 


Editor's Note: To serve invest- 
ment needs indicated by readers’ 
letters, we herewith inaugurate 
a new service feature on bonds 
and preferred stocks which will 
be continued regularly in future 


D. NORWOOD 


1933. The company’s 44s of 1950 are 
non-callable, while the 5s of 1951 and 
58 Of 1960 are callable at 105. These 
bonds are quoted near their call prices 
and still provide relatively attractive 
yields. Interest charges earned 2.79 
times in 1943; 3.38 times in 1942. All 
are rated Bi. Although issues sold at 
about half of their current prices in 1938 and 1940, 
the acquisition of Postal Telegraph enhances steadily 
improving position and there is some justification for 
believing they may be considerably less volatile hence. 
forth. 


A PREFFERRED STOCK SWITCH: Flintkote Com- 
pany proposes to issue 237,902 shares of common stock 
to common stockholders, in the ratio of 1 for 3. The en- 
tire proceeds may be used for additional plant facilities 
and, in the event that company should not be able to 
obtain machinery and equipment, or permission to erect 
such plant facilities, the company may determine to ap- 
ply all or part of proceeds to retirement and redemption 
of all or part of its $4.50 preferred stock or its 3% 
debentures. The preferred is not convertible and is 
callable at $105.50 to June 15, 1945; thereafter on a de- 
scending scale to as low as $102.50. The preferred stock 
sold as high as $109 in 1943 (Please turn to page 157) 


111, We recommend a switch to 
leveland Union Terminal 514s of 
72, selling at 100. The former is 
My points above ‘call price of 10714, 
e latter is 5 points below 105, call 
rice. Yield on the latter is larger: 
0% to maturity against 4.65%. 
here is no sacrifice of quality as both 
bonds are rated Bi plus and both are 
val for savings banks in the states 
ft New York and California and for 
ust funds in New Jersey. The New 
Drleans Terminal ‘issue is guaranteed 
by the Texas & Pacific and Missouri 
acific railroads, while the Cleveland 
erminal bond is guaranteed by the 
ew York Central, Nickel Plate ‘and 
CC & St. Louis railroads. 


ESTERN UNION: There has been 
t persistent strengthening in the 
sition of the company’s funded debt 
butstanding through reduction in in- 
ebtedness and resultant savings in 
Mterest charges. On December 31, 
43, funded debt amounted to $75,- 
73,000 net, or 27%, from the $103,- 
41,000 outstanding at the close of 
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PREFERRED STOCKS AND BONDS SELLING ABOVE CALL PRICE 


Investors too often disregard the call price when holding or purchasing callable preferred 
stocks or bonds. No matter however attractive such issues may be, one should not hold or buy 
when the market price shows a substantial premium. The tables below show ten preferred stocks 
and ten bonds priced above call. Coll 

a 


Price 


Recent 
Price 


110 


Company 
American Brake Shoe $5.25 cum 
Atlantic Refining $4.00 cum 
*Atlas Powder $5.00 cum. conv 
Cleveland Graphite Bronze $5.00 cum 
Duquesne Light $5.00 cum 
duPont de Nemours $4.50 cum 
General Motors $5.00 cum 
13 
131% 
110 


*Each share convertible into 114 common shares. The latter is selling at 53 and the con- 


version feature is thus far from having any tangible value. 


BONDS SELLING ABOVE CALL PRICE 


Present 


Compan 
Abitibi Power & Teen Co. 1st 5s. 1953 
Alabama Power Co. 1st 514s, 1972 
Alllied Stores debenture 414s, 1951 
Atlantic Refining Co. debenture 3s, 1953 
Brooklyn Edison Cons. Mtge. 314s, 1966 
Buffalo General Elec. Gen. & Ref. 414s, 1981 
California Oregon Power 1st 4s, 1966 
Carolina, Clinchfield & Ohio Ry. 1st "A" 4s, 1965 
Goodrich (B.F.) Co. 1st S.F. 414s, 1956 
Pacific Gas & Electric 1st Ref. ‘‘I’’ 314s, 1966 














THE RADIO 


A Realistic Analysis 


BY PHILLIP DOBBS 


Durinc the past year or so the new term “Elec- 
tronics” has been highly publicized. General Electric in 
1942 issued an elaborate and beautifully illustrated bro- 
chure describing the history of electricity, the discovery 
of the electron (a moving unit of negative electricity) and 
the development of electronic tubes. A number of bro- 
kerage houses, doubtless recalling the popularity of radio 
stocks in the 1920's, issued bulletins describing wartime 
developments in the industry and post-war prospects. 
Perhaps because of the fact that advertising is 81% paid 
for by the Government (for companies in the excess prof- 
its tax bracket) and because of popular interest in the 
war, companies producing “radar” have widely adver- 
tised that product, and other new devices such as the 
“walkie-talkie” have also been featured. 

As the result of all this promotional activity, the so- 
called electronics stocks have enjoyed substantial ad- 
vances as indicated in the accompanying table. Radio, 
Crosley and Zenith approximately quadrupled in 1942- 
1943, and Philco more than tripled. Farnsworth ad- 
vanced from around 2 over-counter to its recent high 
around 14 on the New York Stock Exchange. Hazeltine, 
being more in the investment class, registered a smaller 
percentage gain. Sparks-Withington’s approximate range 
was about 7—1 in the two-year period. During 1944, 
however, interest in the group has waned somewhat and 
current prices are below last year’s best levels, excepting 
for Philco. 

An inquiry into the post-war outlook raises several 
questions: (1) What chance will the small companies 
have, in competition with the two giant leaders in the 
electric equipment industry, General Electric and West- 
inghouse? (2) Are the “bugs” out of television now, and 
can a popular priced set be introduced and sold in sizable 
amounts? (3) What about “FM” radio? (4) Will there 
be any immediate market for the hundreds of specialized 
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STOCKS 


new electron-tubes developed for war use—how soon can 
they be geared to practical peace usage? 





The peace-time record of the smaller companies, listed ta 
in our table, is not particularly encouraging. Over half Dan, de 
these companies were in the red at some time during fe opa1, 
1936-9 and with two or three exceptions the stocks must aac h 
evidently be classed as highly speculative. However, tl 
most of them have been fattened by war contracts, and aie 
will doubtless be able to make a strong bid for peace. bab! 
time business. There will be a tremendous demand for WOR) e 
radios and radio parts after the war, and while some of ae thy 
this may be supplied through Government-released items, fing Jj. 
there should be plenty of business for everyone in the first Recetas 
year or so following the end of the European conflict. em rm 
According to a WPB estimate, 35% of war production fo) , 


can be diverted to consumer goods production at that 
time, even though war continues in the Orient. 
Regarding television, it still remains to be seen whether 
the present system is feasible, i.e. whether it can parallel 
the earlier success of radio. Broadcasting will be expen- 
sive because of the necessity for relaying images, since 
the waves now used (similar to light waves) can be trans 
mitted only over a limited area. However, the present 
system is adaptable to servicing large cities and their 
suburbs, and will therefore doubtless lend itself to com 
mercial advertising, which will sustain a limited amount 
of entertainment material. It is generally assumed that 


EEE 











television-radio sets can be sold after the war at around json R 
$100-$200. me Wi 
An unsuccessful sales campaign was made during the § Range : 
New York World’s Fair, but costs were then higher, and f Listed 
important technical improvements have now been made. sae 
Television patents are largely in the hands of a few com § Year e; 
panies—Radio, Farnsworth, Dumont, Hazeltine, etc. It f Year en 
was reported a few months ago that a new type of tele: f Estimat 
vision might be developed, using the kind of waves now fF 
AY 1 
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dj for radio transmission, which would permit similar 
distance transmission. Should such a system prove 
sible eventually, it would revolutionize the infant 
ystry and vastly improve its chances for success. Of 
se great progress has been made in certain phases of 
wision, such as increasing and clarifying the image 
itted. An English inventor, John L. Baird, claims 
have developed colored three-dimensional television. 
Jaying of images can now be done without using the 
pensive coaxial cable. The FCC, which balked at 
fier efforts to launch television commercially, is now 
fe cooperative and agrees that television has proven 
technically ready for commercial operation. 

e progress of FM radio was halted by the war, but 
p 200,000 sets have already been sold, and some sixty- 
stations have been authorized by the FCC. FM re- 
fires special broadcasting facilities. It avoids static and 
foduces greater clarity and tone range, making it of 
cial interest to music lovers. But it remains doubtful 
ther it will ever completely supersede the older type 
transmission, because of the large investment in broad- 
sting facilities. 

Most of the discussion of electronics has centered in 
he discussion of the innumerable uses to which the 
obot eye” can be devoted. Electron tubes will prove 
aticularly useful for controlling all sorts of industrial 
yoduction machinery where close control of color or 
mperature is involved. The electric eye can detect 
million variations in color, and can frequently be 
ed to spot defective items on a moving platform. It is 
{course an ideal tabulator of small parts on the pro- 
uction line. It should prove particularly useful in the 
emical and metal industries; it can detect interior flaws 
metals. The new electron-microscope made by Radio 
poration has increased the power of the microscope 
hundred times. Navigation will be greatly aided by 
nar (avoiding delays in fog), and it is also being adapt- 
to deep-sea fishing operations. The separation of 
inerals in broken ore is another field, and radio-fre- 
uency heat has proved a great aid in binding laminated 
lywoods, in medical treatments, etc. 

However, General Electric and Westinghouse will 
robably continue to lead in the development of these 
pecial tubes, and war-time production has been so enor- 
hous that there will be a glut after the war. The com- 
anies listed in our table will, for the most part, be more 
terested in the production of radio and television sets 
an in the production of special tubes for industrial 
trol devices. 
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Radio Corporation of America is a leader in the field 
through its control of patents, its Victor Phonograph Di- 
vision and its side lines in broadcasting and radio com- 
munications. ‘The post-war outlook is favorable and the 
working capital position has improved, but the huge 
amount of common stock (nearly 14 million shares) lim- 
its post-war share earnings. The stock is speculative, is 
nearly always over-priced on a realistic analytical basis 
and -yet can have—as often in the past—wide percentage 
moves. 

Crosley has produced a wide range of products, in- 
cluding a “midget” automobile, and has built up a large 
dealer organization. Policies are flexible, but due to the 
great diversity ‘of experimenttal activity peace-time earn- 
ings have fluctuated widely and dividend payments have 
been ‘irregular. Present large earnings reflect war busi- 
ness. Finances are improving and the post-war prospect 
seems reasonably good, provided the company will limit 
production to lines with proven profit margins instead 
of constantly branching out ‘into new fields. The stock 
is speculative. 

Zenith radio is one of the more aggressive companies, 
with excellent research facilities, and has recently devel- 
oped a new hearing device which is understood to be sell- 
ing quite successfully. The company should be able to 
“cash in” on the accumulated demand for radios after 
the war, ‘and its earnings and dividend record are much 
better than average (no deficits since 1932). In relation 
both to war earnings and best ,pre-war earnings, this stock 















- that is one of the most reasonably 
priced in the group. 
— RADIO-TELEVISION — Sparks-Withington, originally 
ei: Price Approx. Range 1943 am. 1943 Yield 1936-9 | @ producer of automobile horns 
P About 1942-3 1929-41 Earn. Ratio Div. About Earns. Range and other auto accessories, is 
mall pie , 4 1 2-3 14 5-2 $.50 18 $.20 2.2% $0.42. 21 now about half in the radio busi- 
MIEN were 6 1a-0\6.0.6 e/e'e eae = = . . ‘ . -D.69 i ilv . i 
esent mith... sss lscccss 35 38.9 «53 E3959 11 1.00 29 387-149 | noes (emporarily, = eg 
hss <veccccesses . 29 26-8 14-9 260 11 1.00 35 1.38-D.16 is producing war products). The 
bie ecune’ 11 b — E653 17 — —  _ D.06-D.53 | Sstock’s record has been poor, 
t 3 . nee pe 
hee ee i e — yi y Pe 2 = 7 with deficits in 1932-5 and 1938- 
Loperce Cc — ; A ; 69- . ) i , SS 
| that fleltine........... 98 33-14 «71-144 393 «7 «2195 80 © 8©=— 498-205 | f ig ee, we oe 
unl 14 es Ben 2.09} 7 95k 1.8k eo argely to experiments with new 
Our "A’......... - eel i 2 2 lines. Preferred arrears were 
i | the = “4. a if a 64 t <3o HS .48-D.28 cleared up in 1937 and common 
ange since November, when stock was listed. “ae . 
~ Listed October, 1943. 1943-4 ranged about 14-10. = ee —— rH Saal 
‘rade, f tisted August, 1943. 1943-4 range about 20-14. le stock is subject to wide fluc- 
Over-counter—no record. f Listed August, 1942. g Year ending April 30, 1944. tuation in the lower price range. 
“ sa a ees — _— Philco has one of the best 
c. ear ended October 31, : j earnings. | ; trade names in radio, and the 
tele: F Estimated. k Also stock dividend. D—Dehckt com- (Please turn to page 158) 
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The Personal Service Department of THE MaGazINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





California Packing 


My broker states that California Pack- 
ing Should be bought now as the company 
is expected to release a good statement 
of earnings. | would like to know more 
about this company before purchasing 
any of its stock. Tell me what you can 
about its earnings and its financial 


strength—HWW , San Francisco, Calif. 


California Packing Corp. is a lead- 
ing packer and distributor of canned 
and dried fruits, canned vegetables, 
coffee and other food specialties. It 
sells the well-known ‘Del Monte” 
brand. 

The company and its subsidiaries 
own numerous canning and packing 
plants, advantageously situated near 
sources of supply, and ranches ag- 
gregating more than 20,000 acres for 
raising of fruits and vegetables. The 
loss of Philippine pineapple produc- 
tion as a result of the war made it 
necessary to expand operations in 
Hawaii, now the company’s princi- 
pal source of supply. It is said to be 
the world’s largest packer and dis- 
tributor of fruits and vegetables. 

The company’s common stock was 
an excellent holding during the late 
stages of World War I and in the 
early post-war years. While exact 
repetition of the experiences of a 
quarter of a century ago is not pre- 
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dicted, there are reasons for regard- 
ing California Packing common as a 
good stock to hold now and through 
the immediate post-war period. In 
1920, the company earned as high as 
$10 per share on the basis of the 
present stock, after a 100% stock 
dividend in 1926. 1939 was a poor 
year but since then earnings have 
been very stable and were as follows: 
$3.00 per share in 1940, $2.56 in 
1941, $3.11 in 1942 and $3.20 in 
1943. The company’s fiscal year ends 
February 28th, and the annual re- 
port for February 28th, 1944 has not 
been released to date. The price 
range in 1943 was: high 3014; low 
22; last 27. Based on the $1.50 paid 
in 1943, the indicated income yield 
is about 5.5%. 

Latest consolidated balance sheet, 
as of February 28, 1943, showed total 
current assets of $33,864,698 as com- 
pared with total current liabilities of 
$7,066,389 and net working capital 
of $26,808,309. Cash at that time 
amounted to $4,352,547 and the cur- 
rent ratio was better than 4 to 1. 
This shows a very strong financial 
position. The book value of the com- 
mon stock was $50.22 as compared 
with $38.66 at the end of 1934. 

After the cessation of hostilities, 
world food demands should be heavy 


THE 


Inquiries 


just as they were after World Wa 
I. The price earnings ratio of les 
than g to 1 is favorable and we se 
no valid reason for not including 
this stock in your portfolio. 


New York City Omnibus 


I am very much interested in N.Y. 
City Omnibus and cannot understani 
why this stock is selling to yield arouni 
13 per cent. The following is the earnin 
record since 1939: 1939, $4.52, 194) 
$4.11 1941, $3.27, 1942, $3.92, 1943, 
$3.50. Any information you might | 
able to give me will be appreciated as! 
think there is something somewhere t 
compensate for this high yield—FT 
Ridgewood, N. Y. 


The figures submitted in your le 
ter are evidently taken from the or 
dinary income statement and _ noi 
from the consolidated income ac 
count. Net earnings declined from 
1937 through 1941, but in 1942 and 
1943 have been somewhat better. Re 
duction of gasoline available to car 
owners has undoubtedly been a fac 
tor while taxes seem responsible for 
the difference between 1942 and 1943 
net. Elimination of the 7th Avenue 
Lines was ordered June 8, 1943, bi 
the Mayor of New York City with 
sharp reduction of night and Sunday 
service put into effect by the same 
order, but operating results for three 
months past ending September 3oth, 
showed net of gg cents against 7! 
cents for the same period in 1942. 

There has been considerable ag 
tation for an increase in subwa\ 
fares, which, if effected, would un 
doubtedly divert considerable shor! 
haul traffic to the 5 cent bus lines 
The City has the right to terminate 
the franchises as of January 29, 194) 
and to purchase the property an 
equipment used in the operation 
the various routes so that the City 
might find it advisable to take ove! 
the bus lines and raise the fares 1 
maintain subway traffic. 

As to dividends, your attention 

(Please turn to page 158) 
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Despite the much publicized labor shortage, 
per capita business activity has risen more 
than 1% during the past fortnight to a new all- 
time high. For April as a whole, this publica- 
tion's index gained 0.2 point over March, show- 
ing an improvement of 3.7 points over April of 
last year. Without compensation for popula- 
tion growth, the index advanced 0.6 point from 
March to April and, at 163% of the 1923-5 
average, was 6%, above April, 1943. 

* * * 


Department store sales in the fortnight 
ended April 15 reacted to the pre-Easter spurt 
with an 11% drop below last year, compared 
with a cumulative gain of 4% for the year to 


date. 
x ok x 


Munitions output in March was 2.5%, 
above February, 27% ahead of March, 1943; 
but 0.7% below the all-time high reached last 
November. WPB predicts that the peak will 
not be reached until August; but new orders 
have already begun to lag behind shipments, 
“ereby legitimatizing plans for more produc- 
tion of freight cars, buses, typewriters, electric 
irons, and other scarce civilian goods wherever 
labor and materials become available. 

es 


Vice chairman Wilson of the WPB estimates 
that, with the collapse of Germany, 35% of 


(Please turn to the following page) 
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CONCLUSIONS 






MONEY AND CREDIT—March Divi- 
dends 7°, above last year. Corporate 
tax refunds for 1940-1-2 to be only 
half the $3 billion requested. 









TRADE—Post-Easter retail sales slump 
as anticipated. 






INDUSTRY — Munitions output may 
peak in August. New orders now be- 
low shipments. Collapse of Germany 
would bring $25 billion cut-back in war 
production. 











COMMODITIES—Spot and futures 
markets soften a bit; but old corn 
still critically scarce. 
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« 
Inflation Factors 
Latest Previous Pre- 
Wkor Whor Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Age Harbor 
FEDERAL WAR SPENDING (tf) $b . 
Cumulative from Mid-1940............ = [a oa. a poner See aha HP) 
America's productive capacity now devoted to 
FEDERAL GROSS DEBT—Sb Apr. 26 184.7 wes wes 552 | ve goods output will _become available for 
peace-time purposes. This would mean a cut 
back of nearly $25 billion, thereby reducing 
MONEY SUPPLY—Sb scheduled war production to around $46 billion 
Demand Deposits—i01! Cities.......... Apr. 26 34.5 34.2 30.1 24.3 | annually. 
Currency in Circulation................... Apr. 26 21.4 21.3 16.6 10.7 * * * 
In a report by "200 leaders” recently released 
BANK DEBITS—13-Week Avge. through the Carnegie Foundation for International 
New York City—$b...0.0.....ccccsescees Apr. 26 5.59 5.62 4.97 3.92} Peace the prerequisite for lasting world peace 
100 Other Cities—$b.............---...00 Apr. 26 7.61 7.67 6.91 5.57] has been so lucidly stated that it merits world 
wide consideration. In substance, the report 
INCOME PAYMENTS—S$b (cd) Feb. 12.34 12.41 10.64 8.11 | Points out that— 
Salaries & Wages (cd)...........0....... Feb. 9.03 8.89 7.89 5.56 7s oe 
Interest & Dividends (cd)............... Feb. 0.45 0.81 0.44 0.55 
Farm Marketing Income (ag)........ Feb. 1.33 1.54 1.13 1.21 I—As a result of modern means of communica- 
Includ'g Govt. Payments (ag)........ Feb. 1.41 1.60 1.21 1.28} tion, the world has become a “community 
of states" in a physical sense—economically, 
CIVILIAN EMPLOYMENT (cb) m Mar. 505 50.3 51.2 50.4 | socially, and politically. 
Agricultural Employment (cb).......... Mar. 6.9 6.6 7.2 TT * * * 
Employees, Manufacturing (Ib).. Mar. 15.5 15.7 16.0 13.6 
Employees, Government (Ib) eevee Mar. 5.8 5.8 5.9 45 2—It is not yet a community of states in 
UNEMPLOYMENT (cb) m Mar. 0.9 0.9 I 3.3 a moral sense; since separate states recognize 
no moral law restraining their conduct with each 
FACTORY EMPLOYMENT (ib4) Mar. 164 166 168 141 ith: 
SDRAM OIEITAG 5os25 cso cc cebelesienvesssces Mar. 225 228 224 168 eh ae 
Non-Durable Goods ............cccscee- Mar. 115 117 123 120 
FACTORY PAYROLLS (Ib4) Feb. 328 328 298 189 3—In modern times a whole philosophy has 
grown up which denies the existence of this moral 
FACTORY HOURS & WAGES (ib) law. Only through recovery by the peoples of 
Weekly Hours ....... ste cecoteny seanetecceeee Jan. 45.1 44.8 44.2 40.3 } belief in the moral law can a world community of 
Weel, ee peel entemERR rag a. oo a i. dl states live together in order, justice and peace. 
. * * * 
PRICES—Wholesale (ib2) Apr. 22. 103.6 103.8 103.4 92.2 In the past few months, agriculture has once 
DTM AID occ ssesccstsescceesisersiaseasivees Feb. 135.0 135.3 130.4 a et ee ee painful discovery that the eco- 
- nomic law of supply and demand can not be 
COST OF LIVING (Ib3) Feb. 123.7 124.1 121.0 110.2 | circumvented for long by that ancient and 
ON. ERA etree oe eRe = Feb. 134.5 136.1 133.6 113.1 | fallacious expedient—valorization. Guinea pigs 
RPMSBBMNIR  & <achcsceaskatiaaspicasticseneniee eet Feb. 134.8 134.5 126.2 113.8 | in this 1944 experiment have been eggs and wool; 
SE et eee rn Feb. 108.1 108.1 108.0 107.8 | out resulls ere the some as pre-war days when 
it was tried out with wheat, coffee, and a topheavy 
RETAIL TRADE railroad funded debt structure. 
Retail Store Sales (cd) $b................ Feb. 4.83 4.93 4.46 4.72 
LPAPRINO TDOUS | 5 5osccsssscossssisessesesassusoees Feb. 0.63 0.64 0.58 1.14 clit i: 
Non-Durable Goods 0.0.0.0... Feb. 4.20 4.29 3.88 3.58 
Chain Store Sales (ca)... Mar. 189 186 180 151 About a year ago the Government placed a 
Dept. Store Sales (rb) (1)... Lvsanticonnke Mar. 154 151 136 116 generously high floor under farm prices for eggs 
Dept. Store Stocks (rb2).................. Feb. 105 105 102 9% and wool, to encourage production. That part of 
the experiment worked only too well. Eggs have 
MANUFACTURERS’ been forthcoming in such torrents that storage 
New Orders (cd2)—Total.................. Feb. 276 276 275 212 space is crammed with them to the roof. Over- 
Roebuctle Gos a po id = i flow into retail channels has preciptated com- 
tim tw. Feb. 281 266 255 183 petitve price cutting. But there stand the floor, 
TS res Feb. 388 368 337 220 like the Rock of Gibraltar, while production booms 
Non-Durable Goods ...................... Feb. 197 186 192 155 along, consuming scarce corn more needed ‘or 
other purposes. 
BUSINESS INVENTORIES—$b 2 aS 
PMamfacturog | Reel Te ZB 1ya—as2 |. UReconomically high support prices for wee! 
Wiis .......... Feb. 4.1 41 4.0 4.6 | have have had even more absurd consequences. 
ee eae ens Feb 5.9 5.7 5.9 7.2 | There is enough wool stored here now to meet 
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Latest Previous Pre- 
Wk.or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Menth Month Ago —_— Harbor 
BUSINESS ACTIVITY—1—pc Apr. 22. 133.7 133.1 130.7 118.2 2 th 
(M. We S.J—t—ap... eee Apr. 22. 162.9 162.1 157.3 139.5 | U. S. requirements for two years, even if there 
INDUSTRIAL PRODUCTION (rb3) uM ve 244 ne sn were no further domestic production and no im- 
I r ar. ; 2 ; 
Durable Goods, Métro... Mar. 366 368 351 215 | Ports. Meanwhile there is no let up in mports or 
Non-Durable Goods, Mfr................. Mar. 175 177 174 141 domestic —— de 
CARLOADINGS—t—Total Apr. 22 840 800 794 833 
Manufacturers & Miscellaneous...... Apr. 22 386 372 377 379 Fortunately (or unfortunately for the taxpayer) 
Mdse., L. C. L Apr. 22 107 105 99 156 the Army at present takes our current production 
Grin re | ABE 3E Sg "37 G$_—'93-_ | at the high support price, with the curious result 
—_ = that American civilians are wearing practically 
ELEC. POWER Output (K.w.H.)m Apr. 22 4,344 4,307 3,925 3,269 100% foregin wool, imported at around 18 cents 
SOFT COAL, Prod. (st) m Apr. 22 12.2 11.7 11.6 10.8 | below the artificial price for domestic wool, de- 
Cumulative from Jan. I... Apr. 22. 198 186 193 466 spite a 34 cents per pound tariff! 
Shocks, End Mo... sesense Feb. 52.7 53.4 76.6 61.8 ees 
PETROLEUM—(bbis.) m : 
Crude Output, Daily.0 oo... Apr. 22 4.43 4.43 441 4.11 As might be expected, wood growers are al- 
ASOD SROORG ovis 25 6es0.80sSoarsessxetea> Apr. 22 88.7 88.8 90.8 87.84 | ready urging the need for still higher tariffs and 
“| sgn? Gl «ET GS SEIBE atses temest quien: Tee ne ee ee 
Heating Oil Stocks................ ......... Apr. 22 30.5 30.6 30.8 54.85 strangled after World War |. Must that politi- 
LUMBER, Prod. (bd. ft.) m Apr. 22 618 594 610 632 cally insane interlude between wars be re-enacted. 
Stocks, End Mo. (bd. ft.) b............ Mar. 3.5 3.5 4.3 12.6 hata 
STEEL INGOT PROD. (st.) m Mar. 7.80 7.19 7.67 6.96 - i 
Cumulative from Jan. Vo.cccsessse Mar. 22.6 148 21.9 74,69] Cash dividends declared in March totaled 
$355 million—7% over the like period last year, 
ENGINEERING CONSTRUCTION d with . £ only 2.5%, for th 
AWARDS (en) $m Apr. 27. 26.70 51.447 9S pacar , Witham inemnane oh ake TR, Sor Oe 
Cumulative from Jan. |... Apr. 27 595 568 1,218 5,692 inst quarter. a ie 
MISCELLANEOUS 22 «159 144 155 165 Treasury says corporations will receive little 
Paperboard, New Orders (st)t...... a 6 148 145 150 more than half the $3 billion tax refunds asked 
Hosiery Production (pairs) m........ aes Feb. 14 ie die einiiee pa 
Footwear Production (pairs) m.......... Feb. 38.0 37.2 37.8 34.8 or the three years 1940-42; since most refunds 
Hide & Lthr. Stks., End Mo. (hds.)m Feb, 10.7 10.4 11.5 14.0 | involve normal tax assessments cn the same in- 
Portland Cement Prod. (bbls.)m.... Feb. 75 71 114 98 come: 
Machine Tool Shipments—m Tie Mar. 50.8 50.2 125.4 76.4 





ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, !929-31—100. cb. Census 
Dept., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't. Index (1935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. |—Seasonally adjusted Index. !923-5—100 Ib.—Labor Bureau. Ib2—Labor Bureau. 1926—100. Ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100 m. Millions. mpt—At Mills, Publishers & in Transit. np—Wéithout compensation 
for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 1923-5— 
100, rb3—Federal Reserve Board adjusted index, !935-9—100. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 


Bureau. cd—Commerce Dep't. cd2—Commerce 
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No. of 1944 Indexes (Nov. 14, 1936, Cl—100) High Low Apr.29 May 6 
Issues (1925 Cl.—100) High Low Apr.29? May6 | 100 HIGH PRICED STOCKS...... 66.93 62.77 64.15 65.35 
283 COMBINED AVERAGE ...... 88.3 79.5 83.1 84.5 100 LOW PRICED STOCKS... 87.70 75.33 81.15 82.15 
4 Agricultural Implements ...... 161.0 148.6 149.6 154.1 6 Investment Trusts... 38.3 34.0 34.9 35.7 
9 Aircraft (1927 Cl.—100).... 132.9 119.7 122.1 122.6 3 Liquor (1927 Cl—100)....... 356.2 291.4 341.0 348.7 
5 Air Lines (1934 Cl—100).. 470.9 421.9 428.9 446.4 8 Machinery —......................... 114.6 105.2 109.9 111.2 
5 Amusement ............---.---2------ 74.2 68.2 69.0 70.1 2 Wail Order 89.0 82.5 84.3 85.6 
12 Automobile Accessories ...... 133.4 119.0 123.0 128.7 3 Meat Packing 00... 64.9 55.5 59.4 60.4 
12 Automobiles ...............-....------ 20.2 17.6 18.8 19.4 1! Metals, non-Ferrous .......... 127.3 119.8 120.5 121.6 
3 Baking (1926 Cl_—100)........ 14.1 12.9 13.4 13.6 3 Paper 14.7 12.9 13.2 14.2 
3 Business Machines ................ 184.9 171.9 178.7 180.5 Ome CON OGUC aes 133.3 121.3 130.5 131.8 
2 Bus Lines (1926 Cl—100)..... 115.3 101.9 104.0 107.1 LP Public Utilities. 53.9 48.8 49.6 49.6 
5 Chemicals _......-.---s--cce-ee-e--- 185.4 176.0 176.0a 179.0 4 Radie (1927 Cl—100)...... 24.6 21.5 22.5 22.6 
4 Con ication 64.1 57.1 60.2 60.7 7 Railroad Equipment __....... 57.8 51.5 51.9 52.8 
12 Construction 0.2... 2. 36.8 33.1 34.5 34.9 18 Railroads 19.2 14.1 17.6 18.0 
6 Containers: cn... 248.1 220.1 2364 243.7 2 Shipbuilding 2. 83.7 70.3 75.9 78.9 
8 Copper & Brass 69.1 63.1 63.4 64.2 3 Soft Drinks 305.2 306.8 318.9 
2 Dairy Products 41.8 38.6 40.7 41.3 13 Steel & Iron 65.7 68.2 68.8 
6 Department Stores .............. 30.8 28.2 29.7 29.9 3 Sugar .. 41.7 43.9 44.8 
5 Drugs & Toilet Articles........ 99.5 81.0 96.6 97.4 2 Sulphur 160.7 162.0 160.7a 
2 Finance Companies................ 234.0 2168 21682 221.8 3 Textiles : 48.0 49.3 50.5 
7 Food Brands .....................-.0-0 133.8 123.1 123.3 125.1 3 Tires & Rubber... 29.9 25.4 28.4 29.7 
2: Food Stores ..........-.-.-......-. 50.6 46.5 49.5 50.3 4 Tobaceo 65.1 60.2 63.1 64.3 
4 Furniture 62.1 56.4 59.7 60.8 2 Variety Stores 0. 232.9 219.7 227.4 222.2 
3 Gold Mining .... 0... 1010.4 887.1 911.7 887.1a | 21 Unclassified (1943 Cl—100) 107.6 98.7 102.9 105.2 
a—New LOW this year. 
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Trend of Commodities 


Farm commodity prices, both spot and futures, were 
somewhat soft in the past fortnight, despite heavy rains in 
the South which have delayed planting of cotton, corn, 
peanuts and truck crops. The decidedly mild recession ap- 
pears to arise partly from “after the war, what?" doubts, 
and part from the arrival of Canadian wheat in substan- 
tial volume at Kansas City. Pending harvest of the new 
crop the shortage of old corn has become so acute under 
withholding by farmers that the Government has had to 
take drastic steps to aleviate the situation. Until June Ist, 
corn from 125 counties in the corn belt can be purchased 
only by the CCC, and grain thus acquired by that Agency 


for war industries. OPA announces that corn ceiling price; 
will not be raised during the crop year ending Octobe, 
next. Adopting the preferable alternative, ceiling prices o, 
hogs weighing more than 240 pounds have been cut 7 
cents a hundredweight effective May 1I5, in order to di. 
courage the use of corn in feeding hogs up to “heavy, un. 
economical weights." There is some talk of importing 
Argentine corn as a psychological deterrent to corn hoard. 
ers; but the amount would hardly reach a million bushek, 
Candy makers are harassed not only by dwindling supplies 
of corn syrup but also by container shortages and unprofit 
ably high prices for nuts. 





























































































































will be turned over to refining plants making corn products 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. &Mo. | Yr. Dec. 6 


Apr.29 Ago Ago Ago Ago Ago 1941 
180.5 180.7 180.8 179.5 178.4 176.2 156.9 
167.9 168.2 168.1 167.9 168.0 167.4 157.5 
189.2 189.3 189.5 187.5 185.0 182.2 156.6 


28 Basic Commodities 
tf Import Commodities...... 
17 Domestic Commodities.. 


7 Domestic Agricultural... 
12 Foodstuffs ; 
16 Raw Industrials ....0........ 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr. Dec. 6 


Apr.29 Ago Ago Ago Ago Ago 194! 


162.5 163.0 163.1 161.4 161.0 159.6 148.2 
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260 FEB. MAR APR. 
250 Ss frre 
* “2 
240 
MOODY'S INVESTORS 
i a ei 














230 








—_—_—_—_— 


Are C 
’ 


ee 


(Con 


imilar 
range W 
ion. Ho 
ormality 
nvestOrs 
idiculous 
act that 
iecline in 
wt as an 
past as Se 
1s of cor 
ot so m 
nough t 
queeze ¢ 
ometime: 
olders 1 
Two such 
he first 
ates Ste 
Because 
ng price 
ore taxe! 
bhuarter, 
or the fi 
lop was 
pany of « 
ult tha 
ulated a 
100,000 
herefore 
ared Wii 
juarter ¢ 
Howev 









221.8 222.2 222.1 220.2 214.9 208.2 163.9 
207.3 207.1 207.1 206.7 204.1 200.8 169.2 
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15 Commodities, December 31, 1931, equal 100 
Copyright by Moody's Investor Service 


1944 1943 1942 1941 1939 1938 1937 
. 1944 1943 1942 1941 1939 1938 1937 
ce, 98.13 96.55 88.88 84.60 64.67 54.95 82.44 I sie ceeal 251.5 249.8 239.0 219.0 172.3 152.9 228.) 
NL 95.91 88.45 83.61 55.45 46.50 45.03 52.03 Lew ................... -— 247.0 240.3 220.0 171.6 138.4 130.1 1446 
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Are Corporate Earnings 
Topping Out? 





(Continued from page 123) 


imilar experiences under the 
wrange workings of war-time taxa- 
in. However, the ultimate in ab- 
ormality—something that pre-war 
nvestors Would have thought both 
idiculous and impossible—is the 
act that it is quite possible for a 
iecline in pre-tax earnings to work 
ut as an increase in net income, at 
fast as seen by less discerning read- 
3 of corporate reports. There are 
ot so many examples of this, but 
nough to prove the point that a 
queeze ON Operating profits may 
mmetimes appear to benefit stock- 
olders in these topsy-turvy days! 
lwo such examples are provided by 
he first quarter reports of United 
jates Steel and Bethlehem Steel. 

Because of higher costs, with ceil- 
ng prices, Big Steel’s earnings be- 
pre taxes were $32,227,616 for the 
arter, compared with $43,506,597 
ot the first 1943 quarter. But the 
1p was enough to relieve the com- 
pny of excess profits tax, with the 
sult that total Federal tax was cal- 
ulated at $15,200,000, against $28,- 
10,000 a year ago. Net income, 
herefore, was $17,027,616, com- 













ared with $15,406,597 in the March 
arter Of last year. 

However, right here we come to 
nother “‘joker.” In the reported 
amings of the first 1943 quarter 
he company over-estimated taxes 
" $1,910,090. That is, had actual 
ederal taxes paid for 1943 been 
pportioned equally over the four 
uarters, the first period net would 
ave been $17,856,597 instead of 
15,406,597 as reported. On _ this 
hasis, the drop of $11,278,981 in pre- 
ax net for the first 1944 quarter, 
‘compared with a year ago, would 
vork out to a decrease of $828,981 
innet income. Even so, the Treas- 
ity takes by far the greater part of 
le “rap,” to use the language of the 
immons Company. 

Bethlehem’s first quarter report 
towed similar results: with lower 
e-tax earnings, a decline of about 
570,000 in Federal taxes and in- 





lease of $203,845 in net income. 
but evidently this company also 
wer-estumated taxes—with  conse- 
went under-statement of earnings— 
the first quarter of last year, since 
tet for the period was equivalent to 
mly 17.7% of pre-tax earnings, 
ihereas in the fourth quarter the 
ure was 25.8%. 
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Quarterly earnings reports are 
radically affected by the manner— 
purely arbitrary—in which compa- 
nies apply their excess profits tax 
credit. If the entire credit is ap- 
plied to first quarter operations, the 
effect is to reduce taxes and inflate 
reported net income—but at the ex- 
pense of higher taxes and lower net 
in subsequent quarters. This prac- 
tice has resulted in some sharp “ar- 
tificial” fluctuations in interim net 
profits quite puzzling to the aver- 
age stockholder. For example, 
Studebaker reported net of $939,000 
and tax of $1,622,500 in the first 
quarter of 1943; but net of only 
$283,343 and tax of $3,967,500 in the 
fourth quarter. To get away from 
such distortions, a footnote to the 
company’s 1944 first quarter state- 
ment explains that in determining 
provision for excess profits tax the 
management is now using a pro rata 
part of the estimated EPT credit for 
the year. On this changed basis, 
net for the quarter recently ended 
was $121,000 less than a year ago 
and tax accrual $1,322,500 larger 
than a year ago. 

In some instances, where there are 
important seasonal changes in vol- 
ume and pre-tax earnings, it can be 
to the advantage of a company and 
its stockholders to apply the entire 
year’s EPT credit to the high quar- 
ter or quarters. But if shareholders 
are not to have some mistaken no- 
tions of actual earning power and 
the trend therein, it is essential that 
corporations clearly state the basis 
on which EPT credits have been ap- 
plied and that stockholders carefully 
read the footnotes in which these 
and other qualifying explanations 
are made. 

General Motors reported _ first 
quarter net income higher than a 
year ago by $7,986,o00o—but look 
again. Virtually all of the apparent 
gain was due to the fact that noth- 
ing was set aside for contingency re- 
serve (previous cumulative total of 
$76,000,000 for this purpose being 
deemed adequate) whereas in the 
first quarter of last year the reported 
net was reduced by $7,655,000 con- 
tingency accrual. A more accurate 
comparison, inclusive of contin- 
gency reserve, would show first 
quarter net only $331,000 larger than 
a year ago or less than 1 cent a share 
on the large stock capitalization. 

Some companies are already 
claiming tax refunds under the com- 
plicated carry-back and_ carry-for- 
ward provisions of the tax law. This 
involves much time-consuming work 
of checking by the Treasury—though 
nothing as compared to what will be 





NOTE—From time to time, in this space. 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is number fifteen of a series. 
SCHENLEY DisTiLLers Corp., N. Y. 





Guest “Conductor” 





It is a rare day indeed when an 
humble scribbler like this writer can 
present so distinguished a “guest” as 
Benjamin Franklin. 

The following was sent us through 
the courtesy of the National Franklin 
Committee in Philadelphia. It is an 
excerpt from a letter written, one 
hundred and sixty-four years ago, by 
Benjamin Franklin to Joseph Priestley, 
renowned English-born, American 
chemist who discovered oxygen. 


* * ok % % 


“The rapid progress true 
Science now makes, occasions my 
regretting sometimes that I was 
born so soon. It is impossible to 
imagine the height to which may 
be carried . . . the power of man 
matter. We may perhaps 
learn to deprive large masses of 
their gravity, and give them abso- 
lute levity, for the sake of easy 
transport. (The modern airplane. 
Ed.) Agriculture may diminish its 
labor and double its produce; and 
all disease may by sure means be 
prevented or cured, not excepting 
even that of old age, and our lives 
lengthened at pleasure beyond 
even the antediluvian standard. O 
that moral Science were in as fair 
a way of improvement; that men 
would cease to be wolves to one 
another, and that human beings 
would at length learn what they 
now improperly call humanity.” 


over 


* * 


Thank you: Dr. Franklin! Our 
young manhood is attacking now to 
destroy the “wolves” . . . to preserve 
the Nation you helped to found. And 
we stay-at-homes. are buying War 
Bonds—and holding them—to “Back 
the Attack!” 

Be with us again sometime soon 

Dr. Franklin. 

MARK MERIT 

of ScHENLEY DistILLers Corp. 

FREE—A booklet containing reprints of 

earlier articles in this series will be sent you 

on request. Send a post-card to me care of 

Schenley Distillers Corp., 350 Fifth Avenue, 
New York 1, N. Y. 


153 





5 on 








’ Revenue. 





low weawio } 2 4 


an On OF 


tastructs investors on method of pyramiding. Geod In up 
and down markets. AID YOU GREATLY. Add 25 cents 
and get 40 page booklet: “COLLAPSE OR BOOM AT 
END OF WAR.” Free copy CURRENT market letter. 
Desline ties ahead — get our opinion. School of WALL 
STREET, Harrisburg 4, Pa. 





called for in the period of reconver- 
sion—and how promptly refunds 
will be made remains to be seen. 
The point we make here is that such 
adjustments are already in some in- 
stances importantly affecting the 
earnings reported to stockholders 
since some companies have added 
claimed refunds to their current in- 
come accounts. Examples in 1943 
annual reports, all representing 
carry-back of unused EPT credits, 
are claim of $2.07 per share out of 
reported net of $2.48 a share for 
Bigelow-Sanford Carpet; 35 cents of 
$1.85 for Copperweld Steel; 79 cents 
of $5.51 for Household Finance; and 
48 cents of $1.69 for Jewel Tea. 

In other cases such claims have 
been added to surplus: American 
Can reported $3.43 per share earned 
in 1943 but added 79 cents addi- 
tional to surplus for carry-back re- 
fund claim; while U. S. Pipe & 
Foundry similarly added 72 cents a 
share to surplus; and Youngstown 
Steel Door added 81 cents. 

Section 722 of the Internal Reve- 
nue Code provides “special relief’ 
for corporations whose base period 
earnings were depressed for any one 
or more of a variety of specified 
reasons—but try and get such relief 
without an indefinite wait. On this 
matter P. G. Johnson, president of 
Boeing Airplane Company, recently 
made to stockholders the following 
not too cheerful remarks: 

“During the ‘base period’ Boeing 
was engaged in developing the Fly- 
ing Fortress, the Stratoliner and the 
transoceanic Clipper, and heavy 
losses were incurred because of these 
developments. As a consequence 
the company has a very unfavorable 
tax base and pays an_ excessive 
amount of tax. Thus the company 
now finds itself penalized because of 
its efforts in developing the very 
airplanes on which America now so 
heavily depends. The company has 
presented claims in _ substantial 
amounts to the Bureau of Internal 
... In view of the fact 
that many companies have filed 
claims, it is probable that the Bu- 
reau will not give consideration to 
the claims of Boeing for some time 
to come.” 
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Too bad. Most people would say 
that the happenstance of a tax-pen- 
alty on, of all things, the maker of 
the Flying Fortress is an ironic 
miscarriage of simple justice. Un- 
fortunately, under the slow-grind- 
ing processes of government, sym- 
pathetically prompt consideration 
for worthy corporate taxpayers can 
not be expected. 

What about the general outlook 
for corporate profits during the rest 
of the year? It is a mixed and some- 
what uncertain picture. For indus- 
trial companies, much depends on 
when Germany is beaten and on how 
soon and by how much war volume 
is cut back. Since the peak in the 
country’s aggregate production ap- 
parently was seen last October and 
since operating costs will be higher 
than last year, the best possibility 
is that average industrial earnings 
may be about the same as in 1943. 
More probable is a small average 
decline, minimized by the tax cush- 
ions. Rail earnings are already, of 
course, running substantially lower 
than the unprecedented levels of a 
year ago and for the year as a whole 
will be less than in 1943. Average 
utility earnings should be quite close 


to 1943 figures. 





Slump-Resistant Sections of 
Business 





(Continued from page 118) 


and of such miscellaneous companies 
as Bon Ami, Borden, Chesebrough 
Mfg., Cream of Wheat, Life Savers, 
National Dairy Products and others. 

In a period of slumping business, 
the companies listed in the table 
should, on basis of past perform- 
ance which after all constituted an 
acid test, provide fairly reliable in- 
come protection. It should mean 
also protection of capital unless we 
again experience a market panic 
which stops at nothing. Such an 
event can hardly be envisaged today, 
just as no really severe depression 
paralleling that of the Thirties ap- 
pears to be in the cards. If this 
premise is accepted, it might be per- 
missible to broaden somewhat the 
list of industries which may show fair 
resistance to any future deflationary 
trend. I have in mind industries 
where deferred demand is unusually 
large and sales prospects therefore at 
least moderately good even in an era 
of moderate deflation. Foremost 
among them are the automobile and 
tire industries, and the makers of 
household appliances. These are 


THE 










typical cyclical industries whose fq, 
tunes normally fluctuate with incon 
trends; by no stretch of the imagin, 
tion could they be classed as deprg. 
sion-proof or even depression-ress 
tant. But the existence of larg: 
deferred and replacement demani 
for their products which for wit 
sectors of our population have be 
come semi-necessities, may for som : 
time after the war endow them withMof whic 
a measure of relative though by nogabout Ww 
means permanent stability whicgreconver 
they never had before. In this con 
nection, it is well to bear in mind 
that if a slump should lie ahead, i Indust 
will be different from those we e.fNeedin 
perienced before, just as our curren 
boom varies in nature from any pre. 
vious one including that durin (Co 
World War 1. Phillips 

The same reasoning would further $0 mill 
strengthen the status of paint manu  cndh 
facturers and may modify the highly dition 
cyclical nature of the building ma ws to 
terials business. It should also bef 4. pe 
applicable to certain chemical prof}. m; 
ducers, with reservations. One mighf. pq 
even go further but this would mea oo.) j 
“diluting the issue” and entering the bboy 
realm of mere conjecture which is 
not the object of this study. 

To sum up, proven slump resis 
tance is found primarily in the fields 
catering to human necessities and 
human habits with the accent, cuti- 
ously, on the latter since they seem 
less subject to price correctives to 
maintain volume in times of dwin 
dling demand. Besides, consumer 
appear loath to forego their favorite 
indulgences even in poor times andj’)? 
this trait is not likely to change inf... 
the future except under most severe Sleov E 
provocation. It is in these field,§, 
then, that the investor must look for 
safety of income and capital if 
economic storm signals are flying. 
They cover a wide range just as hv- 
man necessities, in our modern civili 
zation, are constantly increasing. On 
the other hand, it does not meang’™ ; 
that fair stability of income andg™!71 
capital cannot be found elsewhere§‘l€ 0" F 
but where it exists, the price comes probabl 
high and stability often is less as proache 
sured. ranged 

There is another aspect to the thus m 
question. Investment stability fre inancin 
quently commands not only a high In th 
price in terms of market value but in bott La 
terms of lessened enhancement pog"¢Ps t 
tentials. This is an important factor . 
in these days where capital gain isg'" pre 
often more important to the investorg"@" x 
than high or assured income. It is§°™mor 
up to him to decide which he pre-§’286_ m 
fers. working 

The stock market of course is well Amor 
aware of the pitfalls which may lieg™@teria 


in the path of t ery, Pld $1 
in the path of our postwar recovery 
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hence its reluctance to go further in 
discounting potential boom _pros- 
cts. On the contrary, the closer we 
appear to approach reconversion, the 
eater the wariness displayed by the 
market. Over the past few months 
or so, the latter has clearly signaled 
not so much uncertainty about the 
forthcoming invasion, final success 
of which is taken for granted, but 
about what may lie beyond, when 
reconversion gets underway. 





Industries and Companies 
Needing Post-War Expansion 





(Continued from page 131) 


Phillips Petroleum in February sold 
$jo million new debentures; of the 
proceeds, some $25, million were for 
additional working capital with a 
view to strengthening the company’s 
aude position and to initiate large- 
scale manufacture of their new car- 
bon black. The latter, especially 
uweful in connection with synthetic 
rubber, is expected to have excellent 
postwar potentialities. 

Among air transport companies, so 
far only United Air Lines entered 
the capital market; in January the 
company sold $10.5 million new pre- 
ferred stock for general corporate 
purposes. Others, however, are 
bound to follow when postwar po- 
tentials are beginning to unfold and 
lew equipment, urgently necessary, 
an again be bought freely. 

In the automotive parts field, 
Thompson Products, E. G. Budd, 
Kelsey-Hayes and Fruehauf Trailer 
Co. went into the capital market for 
additional working funds. Thomp- 
on sold new common stock, Budd 
old bonds (part of proceeds for re- 
funding), Fruehauf sold preferred 
stock and Kelsey-Hayes arranged a 
fio million long-term credit matur- 
ing in 1948, no doubt partly with an 
tye on post-war business. Others will 
probably follow as reconversion ap- 
proaches; some already have ar- 
ranged for VT loans, however, and 
thus may not contemplate equity 
inancing. 

In the pharmaceutical field, Ab- 
bott Laboratories and Squibbs took 
iteps towards expansion of opera- 
tons. ‘The former sold $4.24 mil- 
lion preferred stock to finance post- 
war expansion. The latter sold 
mmon stock in the amount of 
$2.86 million, partly for additional 
working capital. 

Among manufacturers of building 
materials, Celotex last December 
old $1.22 worth of new common 
tock for extension of facilities. Ma- 
WAY 
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HELP HIM GET THAT 
LONG DISTANCE CALL 
THROUGH TONIGHT 











You can do it by not using Long Distance between 


7 and 10 P.M. Those are the night-time hours 


when many service men are off duty and it’s their 


best chance to call the folks at home. 


BELL TELEPHONE SYSTEM 


sonite in February issued preferred 
stock in the amount of $2.46 million 
for general corporate purposes, in 
preparation for postwar business. 

In the optical field, Univis Lens 
Co. obtained a long-term credit of 
$600,000 to finance postwar expan- 
sion. American Optical Company 
sold common stock in the amount 
of ever $5 million to strengthen 
working capital. The latter com- 
pany, heretofore a closely controlled 
family enterprise, is thereby passing 
into the hands of the general public. 
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Rapid war-time growth which in the 
future should enable it to cope ef- 
fectively with previously strong for- 
eign competition, imparts excellent 
postwar potentials and _ further 
growth prospects. 

There are a good many other com- 
panies which recently entered the 
capital market but in most cases it is 
more difficult to derive from such 
action definite postwar expansion po- 
tentials, for either the company or 
its particular field. In some few 
cases, it is pertinent to a limited de- 












gree. General Mills, for instance, 
sold $10 million debentures for ex- 
pansion and to bolster working 
funds. Minneapolis-Honeywell sold 
$3.15 worth of preferred stock to 
finance reconversion; being active in 
the manufacture of household equip- 
ment as well as in the electronic 
field, future expansion potentials are 
indicated. 

Last but not least, there is a good 
deal of financing going on in the 
railroad field, principally consisting 
of the sale of equipment trust cer- 
tificates (apart from important re- 
funding). This, however, reflects 
maintenance and equipment needs 
rather than expansion potentials 
and thus falls outside of the scope of 
this study. 

To the investor, this survey of new 
financing and especially of new equi- 
ty financing affords concrete evidence 
of where expansion potentials exist. 
While indications so far may not be 
entirely conclusive as to certain fields, 
these may crystallize with future de- 
velopments, and new ones may come 
to light. Those interested in genu- 
ine growth situations should find 
them well worth watching. 





Household Equipment 
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profits margins and sinking fund re- 
quirements of another $500,000, were 
the chief factors in the directors’ de- 
cision to reduce the dividend to $1.00 
per share from $1.25 paid the previ- 
ous year. 

These extraordinary items amount- 
ed to $1.25 a share, and if they had 
not been deducted, the net earnings 
in 1943 would have been $3.32 a 
share. As it was, the company made 
a creditable showing, after these 
items were taken out, with the net at 
$2.07 a share. Such civilian business 
as was filled was governed by price 
ceilings, while labor cost was higher. 
The Government business was on a 
close price basis, which is referred to 
in the 1943 report as follows, ‘“Gen- 
erally speaking, the Government is 
buying at lower and lower prices, 
certainly in relation to cost of pro- 
duction, and the manufacturer’s mar- 
gin of profit is ever more narrow.” 

In 1943, Simmons’ sales of $63,- 
779,341 were 2.5% below the pre- 
vious year, when a much larger pro- 
portion of the total business was in 
the company’s normal lines. The 
1943 net before taxes, however, was 
24.1% lower than in 1942. 

In previous years, the Simmons 
Co. earnings were $2.00 a share in 
1942, $3.55 in 1941, and an annual 
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average in the 1935-1940 period of 
$2.21 a share. The best year in the 
past ten was 1941. * 

Simmons earnings on its bonds 
have been very high, covering inter- 
est requirements six to eight times 
in recent years. These interest needs 
are being decreased through the 
calling of part of the issue through 
operation of the sinking fund. An 
additional $490,000 of the 4% deben- 
tures has been called for redemption 
at 10114 on May 15, which will re- 
duce the amount outstanding to 
$9,015,500. 

The asset position of the company 
has been strong for many years. At 
the end of 1943, cash and govern- 
ment securities were nearly as large 
as the total of bonds outstanding, 
and the inventory values exceeded 
the bonds. ‘These two items, with 
receivables, provided total current 
assets of $26,609,466. On deducting 
the par value of the bonds from this, 
the remainder, less the current lia- 
bilities, equalled $9.70 a share on 
the capital stock. The net current 
assets, without deducting the bonds, 
equalled $17.92 a share on the stock. 

The company’s plants, machinery 
and equipment have a stated value of 
$36,612,587, but in the balance sheet, 
reserve for depreciation of $24,203,- 
290 is deducted, and the net sum of 
$12,409,297 was left. It has always 
been our impression that many com- 
panies which are operated on a prof- 
itable scale and whose products seem 
certain to always have a good de- 
mand, have made too large deduc- 
tions from plant values in their bal- 
ance sheet figures. (Conversely, that 
many unsuccessful companies, which 
ultimately go through receivership, 
have not written off enough.) 
In the list of plants owned by the 
company are a number of large fac- 
tories, located in nine cities of the 
United States, two in Canada, one in 
Havana, Cuba, one in Mexico City 
and one in London. In addition to 
the manufacturing plants, there are 
large warehouses owned and operat- 
ed by Simmons, of which fifty-four 
are in the United States and eleven 
in foreign countries. 

At their stated value less depreci- 
ation, the fixed assets of Simmons 
represent $10.71 a share on the capi- 
tal stock. The book value of the 
stock at the end of 1943 was $19.69 
a share. ‘This was exclusive of the 
$1,834,734 reserves, which would be 
another $1.59 a share. 

The price range on the capital 
stock followed the usual pattern in 
the early 1930 period, falling to a 
low of 234 in 1932, from the 1929 
high of 188. Through the ensuing 
years it had wide price swings, going 
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above 20 or near 25 in each year jg Two of 
1933 to 1935, and below 10 each yeqfons has 
and once to 6. In 1936, it went frogmeriod ma 
under 20 to near 50, with the ighoved ea 
high at 58 and the low 1714. Thgfhese are 
1938 swing was from 1254 low pwsibilitic 
3514 high. In more recent yeaygithin a y 
the price changes have been smalleghd the 
and the range for 1940 to 1944 \@ods. W. 
date has been 28 high, 1134 low. fhiced, or 1 

The vision of “one million nef very lat 
homes a year” after the war is heihings, § 





















by many people who have studiegp earn $: 
the needs of the country, the larganually { 
savings of the people and the cesar ends. 
tion of private home constructiogfock appe 
since early in 1942. Some estimat 

place the total to be built at 10,00 

ooo dwellings (homes and apar L 
ments) in the first six years afleW - 
the war. Even if these estimates ag Inves 
cut in half, there will still be a ve 

large number which will be buil 

and many of them will need ne (Con 


furnishings. Therefore, the outlooent to ak 
for Simmons business in beds, ml The si 
tresses, springs, and furniture | p started 
bright. « Octobe 
Some of the building supply con 9, A se 
panies may have quite a lag befots woul 
they get started, and a long periofianges u1 
before the new homes are finishedMyti] a ni 
The home supply companies, hovhye incre 
ever, will not have to wait for build§in, no 
ing operations to be completed bikcurred 
fore they start their post-war boonfom the 
It is partly started now, for the Sinfmula I 
mons report for 1943 speaks of tlfhying ste 
release of some materials for civilial jerage m 
goods manufacture and considers th pril, 19 
outlook good for more releases sooifince to 
The report also speaks of “a perioffould ha 
of reconstruction and expansion thfh a scale 
like of which we’ve never seen.” Tht selling 
company’s reconversion problems algtetation 
not serious, the report states, an§ould ha 
“once given the green light, Simmotffe 105, 1 
will be producing a substantial pefould hay 
centage of its former volume in §iliding s 
very short time.” The fol 
This quick change to peace-tin@aslidin 
production will be of great advantagtetical ir 
to Simmons in the interval beforlf in h 
the new buildings have been finishedjversified 
and are ready to be furnished. licks, let 
that period it will be able to fill thfg the | 
very large demand which has beeif; and 
accumulating during this time offerage a 
small production for civilian usd}. The 
Many of the older householders wilffula pla 
need new beds and mattresses an@flance b 
other furniture. Stocks of goods iffitable— 
the hands of jobbers and retaileting lon 
will have to be built up again. Befland ir 
sides homes and apartments, hotel any m 
may be expected to get a_larggurket. 
amount of new equipment for theifnt con 
rooms when the war is over, after thi\1 19 is 
very strenuous wear and tear whicif{) being 
has been going on during the pagi2-1943 
two years. ately t] 
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Two of the handicaps which Sim- 
ns has met with during the war 
siod may be partly or entirely re- 
wed early in the post-war era. 
hese are the excess profits tax with 
sibilities that it will be called off 
ithin a year after peace is restored, 
d the ceiling prices on civilian 
pods. With these two handicaps re- 
yced, or removed, and the certainty 
{very large demand for home fur- 
ihings, Simmons may be expected 
pearn $3 to $4 a share or more 
ygnually for several years after the 
gu ends. On these prospects the 
ck appears promising. 
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ent to about 98 in extreme decline. 
"The signal to sell on a scale 
started at about 115 in June and 
October, the average was at about 
3. A series of up and down mar- 
es would not have made major 
nges under formula plan methods 
itil a new signal of down would 
OWfve increased buying in June, 1940. 
ain, no major changes would have 
curred until December, 1941. 
mm then until April, 1942, the 
mula plan would have increased 
wing steadily to the time when the 
irage made its low of about g2 in 
pril, 1942. The subsequent ad- 
ance to about 146 in July, 1943, 
ould have caused moderate selling 
a scale up under the Yale Plan, 
0 selling at all on a strict inter- 
retation of the Vassar Plan (which 
ould have done its last buying at 
¢ 105 level in the average), but 
ould have caused fair selling under 
liding scale formula. 
The following is a simple example 
tasliding scale formula: The hypo- 
g@etical investment fund is currently 
@if in high-grade bonds, half in a 
versified list of common stocks. The 
ocks, let us say, were bought dur- 
@: the past nine months between 
; and 190 in the Dow industrial 
rage and at an average level of 
The first principle of this for- 
ula plan is to hold that the 50-50 
lance between bonds and stocks is 
imitable—the objective, remember, 
ting long-term conservation of capi- 
land income, not trading profits— 
hany medium range of the stock 
@irket. At this point some judg- 
iment comes in. ‘The entire range 
#5-119 is held to be a medium one, 
(6 being approximate high of the 
#42-1943 rise, 119 being approxi- 
ately the half-way point of such 
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rise; the range also being a medium 
one in comparison with past extreme 
highs and lows in the average. There- 
fore no change in the 50-50 balance 
will be made as long as the market 
holds within such range. 

But in a long-term plan allowance 
must be made for wider market 
swings. The timing method is pure- 
ly mechanical, though selection of 
individual stocks for purchase or sale 
requires, of course, plenty of discre- 
tion. If and when the average breaks 
119, 10 per cent of the funds in bonds 
are converted into stocks. This is 
repeated on an 8-point scale down at 
approximately 110, 102 and g4—at 
the latter level a total of 40 per cent 
of the bond funds having been con- 
verted to stocks. We are at an ex- 
treme level. ‘Therefore, if the 1942 
bear market low of approximately 93 
is broken, the 8-point buying scale is 
reduced to 5 points, with the result 
that not unless the 64 level were 
reached would the last 10 per cent of 
bonds be sold. 

In reverse, a wider scale is used. If 
the market rises above 1943 high of 
146, 10 per cent of original funds in 
stocks would be shifted to high-grade 
bonds, the operation being repeated 
every 10 points up to 190, by which 
time the total fund is 75 per cent in 
bonds, 25 per cent in stocks. We are 
in advanced bull territory, just under 
the 1937 high of about 194. If that 
is passed, it raises extreme possibili- 
ties; so the scale is radically widened 
because already only a quarter of 
the fund is in equities. The five re- 
maining 10 per cent shifts from stocks 
to bonds are at 20 points above the 
1937 high or about 215, 30 points up 
at 245, 40 points up at 285, 50 points 
up at 335 and 50 points up at 385. 
The market would have to return 
almost to the unprecedented 1929 
high for the user of this formula to 
be entirely in high-grade bonds. 

All formula plans for timing of 
purchases and sales are merely one 
or another variation of a sliding scale 
program—one of the most ancient of 
mechanical approaches to the stock 
market. Since common stocks are 
not fixed-income securities, since they 
do fluctuate sharply in value over 
any extended period of time, and 
since individual stocks for individual 
reasons often move counter to the 
average, the fact is that no formula 
plan can be a fool-proof substitute 
for judgment and common sense. 
True, judgment can—and sometimes 
does—err; but no inventor can pru- 
dently dispense with it and the great 
majority of individual investors will 
not find mechanical timing methods 
suitable either to their circumstances 
or temperaments. 
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the basic elements for profitable 
trading and lays down workable 
rules. Enables you to appraise im- 
mediate and post-war markettrends. 
The present market move is dis- 
cussed in one of its 19 chapters. 
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and is currently selling around 10714. 
In view of the foregoing possibility 
of redemption, it appears advisable 
to switch this preferred stock, yield- 
ing only slightly over 4%, to another 
good issue. We suggest TIDEWA- 
TER ASSOCIATED OIL $4.50 
CONVERTIBLE PREFERRED, 
selling at 104, callable at 105, or 
PURE OIL $5 convertible preferred 
selling at 1037% and callable at 105. 
Of course, new commitments in 
Flintkote preferred should not be 
made above call price. Only recently, 
Johns Manville called its preferred 
stock and it declined about $8 the 
next day. One exception to this is, 
of course, when a security is converti- 
ble and the conversion feature has a 
potential or real market value. 


ALLIS CHALMERS MFG. CO.: 
Company has called for payment 
May 18th, at 104, entire issue of its 
4% convertible debentures due 1952. 
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Debentures may be presented for 
immediate payment at City Bank 
Farmers Trust Co., New York. 


ST. REGIS PAPER CO. PREFERRED: 
On April 14th, stockholders ap- 
proved recapitalization plan designed 
to eliminate the $70 dividend arrears 
on the $7 preferred stock. Each share 
of present preferred will be ex- 
changed for 3.6 shares of 5% new 
prior preferred, par $50. In addition, 
present preferred stock is to be re- 
‘classified into second preferred stock, 
also exchangeable on basis of one 
share for 3.6 shares of prior preferred 
stock. The present preferred stock 
has moved up in market price from 
a low of 115 in 1943, to a high of 
15614, last around 14814. Holders 
who desire to protect profits or with- 
draw from the situation, could con- 
sider switching to GENERAL BAK- 
ING $7 preferred selling around 146 
and is non-callable. The low on this 
preferred in 1943 was 134 and the 
high 151. The company has had a 
fine dividend record and has paid 
dividends on its common stock con- 
tinuously for 23 years, whereas St. 
Regis Paper’s past record has been 
very erratic. 


NEW YORK CENTRAL RAILROAD: 
This Company’s balance sheet as of 
February 29, 1944, showed net cur- 
rent assets of $105,000,000, as com- 
pared with $72,000,000 a year pre- 
vious, an increase of $33,000,000. To 
date, open market purchases of its 
own bonds have not made up any 
important part of its debt retirement 
program, which has consisted mostly 
of paying off maturities, redeeming 
3348 of 1946 and retiring bank loans. 
Preference will undoubtedly be given 
to purchase of its 314s of 1952, which 
represent the bulk of the obligations 
maturing eight years hence. In 1943, 
company bought $2,796,000 par value 
of its issue. This issue rated Bi and 
price range this year has been: High 
97; low 87; Interest charges earned: 
2.38 times in 1943, 2.01 times in the 
year 1942. 
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pany is prepared to enter the tele- 
vision field when conditions permit. 
It has more than held its own in a 
highly competitive industry. The 
company’s business is well diversi- 
fied, including refrigerators, air con- 
ditioning and batteries, in ‘addition 
to radio and television. The earn- 
ings and dividend record is fair, with 
continuous but variable payments 
over the past nine years. 

Farnsworth was built up around 
the inventive genius of Philo Farns- 
worth. During the 1920's the old 
stock sold at fabulous prices. The 
company was reorganized in 1938 
with important new banking support 
and took over the high-priced Cape- 
hart radio-phonograph line. The 
company holds important radio and 
television patents, but did not earn 
money in recent years before the 
war. It may obtain income from 
licensing its patents to other pro- 
ducers after the war but the long 
term outlook remains speculative. 
The stock has hiad ‘a huge percentage 
advance during 'the past two years or 
sO. 

Cornell-Dubilier is another new- 
comer to the Stock Exchange, hav- 
ing been listed last August. The 
company produces condensers and 
other technical equipment, and ap- 
pears to be a growing concern with 
sound management. 

Hazeltine returns an _ excellent 
yield and has had a good record. It 
is a long-established company which 
specializes in research and patent 
ownership, rather than production 
and sales. Since income is almost 
entirely from royalties, overhead is 
relatively low and the company 
avoids the headaches encountered by 
other companies due to changing 
market conditions, labor problems, 
etc. According to one record, divi- 
dends have been paid for 57 years. 
Deficits were encountered in 1932- 
1933, but earnings have remained 
fairly substantial in later years, and 
a generous proportion is paid out in 
dividends. Prospects over the longer 
term ‘are dependent on continued 
ability of the company’s research 
staff to replace expiring patents with 
valuable new inventions. At the 
end of 1941 the company owned (or 
had rights under) 562 U.S. patents 
and 1,536 foreign patents. Working 
capital is adequate, though not sub- 
stantial in relation to the price of 
the stock. 

Du Mont Laboratories manufac- 


tures cathode ray tubes and oth 
radio-television equipment, and y 
erates stations in Passaic and \\ 

York City. It is a relatively sm 
company, but has a tie-in with P, 

mount Pictures which owns the @ 
tire Class B stock. The company 
past record is unfavorable and ty 
stock appears highly speculative, by 
it may benefit by the future grow 
of television. 

Emerson Radio & Phonograpj 
(not to be confused with Emerg 
Electric) is a small company, but j 
radio sets are well-known in th 
trade. Capital consists of only 40, 
ooo shares of common stock. Th 
company has specialized in the ma 
ufacture of small compact radi 
and in 1941 produced 1,165,000 s¢ 
as compared with 39,000 in 193 
Because of its record in this speca 
field, the company should enj 
substantial post-war business. Th 
current dividend rate is 6oc. 

Stromberg-Carlson manufactur 
telephone switchboards, radio ant 
television sets, automatic record 
changing phonographs, etc. It ln 
specialized in high-priced sets. Thi 
business dates from 1914, the pre 
ent ‘title being adopted a year ag 
Dividends have been paid since 191 
with the exception of tthe years 1932 
5 and 1938-40. 

Summarizing, most of the comp 
nies in this field have had “ched 


ered careers” and few of the stock 


possess investment caliber. Sto 
prices are still at fairly high levd 
compared with the range during th 
1930's. Speculative purchases shoul 
be confined to reactions. 
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is directed to the fact that in ead 
year a part of the payments repr 
sent:a return of capital. Since 19} 
the return of capital in the form 
dividends has probably averaged ? 
least go per cent so that the re 


return is around g per cent. The 


shares are speculative and carry 
fairly high degree of risk. 
Erie Railroad 5% Preferred 


My broker has advised me to Wi 
Erie Railroad 5% Preferred as ant 


vestment and good for appreciation. ® 


bought 50 shares and would like yo 
opinion of it and if I should buy som 
more. Thanks —NCK, Chicago, Ill. 


Erie Railroad Company 5% Pe 
(par valu 
$100) was created to distribute ! 
holders of the old General Consol 


ferred stock Series ‘‘A” 
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5 Low-Priced Opportunities 
dditi. . » « averaging under 8. 
A tional Features Stocks, intrinsically sound, 


of Forecast SERVICE selling in a low price range. 
Emphasis on leverage and high 


In addition to specialized programs for short percentage gains. 


term and longer term holding — each compris- 


Now and throughout the dynamic markets ahead, The 
Forecast will serve you: |. Through short-term recom- 
mendations so you may conduct a carefully arranged 
program for market profits; 2. Through longer term 
recommendations so you may employ profits and sur- 
plus funds to establish an investment backlog for growth 


Selecting Potential Leaders 

in Preparation for Next Move 
Our analysts are gauging the extent and duration of 
the current market phase uncovering those securities 
which, in our considered judgment, offer outstanding 
potentials. They have selected: 


—For Short Term Profit 


5 Dynamic Special Situations 

. . . averaging under 21. 
Active speculations checked 
for fundamental strength. In 
good position for market price 
appreciation. 


ing a fixed number of selected securities kept —For Longer Term Profit 

under our continuous supervision — you will 

receive... Low-Priced Situations for 4 Investment Recommenda- 
Capital Building . . . aver- tions for Income and Profit 

Market Forecasts . . . Every week we review aging under 19. Dividend-pay- ... averaging under 65... 

and forecast the market, giving you our con- ing common stocks represent- yield 6.8%. Common stocks, 

clusions as to its indicated trends. Dow ing growth companies selected _ preferred stocks and bonds to 

Theory Interpretations are included for com- for capital enhancement. establish an investment backlog. 

parison. 

Telegraphic Service . . . If you desire we will Immediately on receipt of your enrollment, these recom- 


wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail . .. To 


mendations will be sent you. They are not a special 
report but the type of service you will receive regularly. 





























dated Mortgage bonds and the Re- 
funding and Improvement bonds, 
during the reorganization plan in 
1941. 

Dividends have been paid regu- 
larly and on January 29th dividends 
were declared for the full year, pay- 
able quarterly March 1st, June 15t, 
September 1st and December 1st. 

Dividend requirements were 
earned 4.8 times in 1943 and 7.28 
times in 1942. 

On April 11th, the president of the 
road informed stockholders that 
while directors had not decided upon 
a policy in respect to debt reduction 
for the coming year, they were study- 
ing the feasibility of acquiring some 
of the company’s preferred stock. 

We consider this stock a business 
man’s investment but suggest that 
you wait for a reaction in the market 
before making any new commit- 
ments. 


A Switch From Wrigley 


Will you please advise me if you con- 
sider the following an advantageous 
switch—Wrigley into Sante Fe?—RW’P, 
St. Petersburg, Fla. 


In posing the question concerning 
the advantage of a switch from Wil- 
liam Wrigley Company to Atchison, 
Topeka & Sante Fe common, you do 
not state your objectives but evi- 
dently income is the primary con- 
sideration. While the current divi- 
dend rate on Sante Fe is attractive, 
the long term prospects are at least 
semi-speculative and you would 
therefore make a considerable sacri- 
fice of safety in such a switch. Texas 
Gulf Sulphur or New England 
Power Association $6.00 Preferred 
would probably prove more desir- 
able. ‘Texas Gulf Sulphur is a leader 
in this field, has a very strong work- 
ing cash position, a steady dividend 
record and has been fairly stable in 
price. On the basis of $2.00 annual 
dividends, yield is 5.71% and yield 
would be increased in any year to 
the extent that extra dividends are 
paid. This compares with yield of 
4-72% on Wrigley. 

New England Power Association 
$6.00 preferred is subject to recap- 
italization to comply with the Hold- 
ing Company Act. The Public Util- 
ity Division of the SEC has proposed 
that this company absorb five other 
units of the Associated Gas & Elec- 
tric system. Holders of New England 
Power Association $6.00 Preferred 
would be asked to accept 1.5 shares 
of $2.00 Preferred and 3.9 Shares of 
common of the new company. A 
tentative estimate for the new com- 
pany indicates earnings of $3.00 per 
share for the preferred and about 
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$1.15 per share for the common and 
these figures may lean to the con- 
servative side since the amount that 
can be saved in interest charges may 
be greater than estimated. 

However, if we take the figures 
cited as a basis for establishing a 
value for the new shares, then $30.00 
for the new preferred and $10.00 for 
the new common would not be ex- 
cessive. This would give a value of 
$84.00 for the $6.00 Preferred which 
has been selling between 57 and 60 
and which is estimated to have a 
book value of $97.00 a share. 

It may be further assumed that 
the SEC will permit continuance of 
dividend payments while the recap- 
italization proposals are being more 
fully discussed so that the interim 
return would be 7.14% on the basis 
of current payments. 


Change American Smelting for 
Bigelow-Sanford? 


I have 120 shares of American Smelt- 
ing & Refining Co. stock, which cost me 
on an average of $56 per share, and 
which includes 20 shares purchased on 
stock rights at $70 in 1937. Depending 
upon dividend income, I like to invest in 
good sound issues, and disregard the 
average fluctuations in market; providing 
that particular industry, plus good man- 
agement and sound finances are sufficient- 
ly encouraging. Would you advise the 
continued holding of subject stock or, 
would a switch be in order at this time? 
I had in mind the purchase of Bigelow- 
Sanford, or some such stock that might 
have better post-war possibilities —AAP, 
Minneapolis, Minn. 


American Smelting & Refining 
Co. common stock earned $3.76 a 
share last year compared with $3.29 
IN 1942, $5.59 IN 1941, $4.21 in 1940 
and $4.36 in 1939. The consolidated 
balance sheet as of December 31, 
1943, shows total current assets of 
$108,431,385 of which $10,468,963 
was in cash. Current liabilities total 
$32,297,278. These figures indicate 
the company is in a very strong finan- 
cial position. While the company 
has no reconversion problems, post- 
war prospects for non-ferrous metals 
appear uncertain. During the war 
effort, new alloys have been discov- 
ered that may replace copper in 
some fields. The long term outlock 
for equities in copper mining and 
smelting companies is not very en- 
couraging. 

Bigelow-Sanford was described in 
detail in our April 1st issue. At the 
current market price of about 3914, 
the stock yields 5% and recently the 
president of the company announced 
that sales for the first six months of 
1944 would probably exceed those 
of 1943 by $1,000,000. 
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(Continued from page 113) 


Nazis can get is that while the A 
are united in their determinatio 
defeat Germany there are differe 
of opinion regarding the positio 
individual nations in the post 
set-up. Germany is banking hes 
on the uncertainty that exists reg 
ing the Russian plans and hopes 
the necessity for a balance in Eu 
will be so great that events will s 
themselves to prevent disme 
ment of the Reich. 

DeGaulle’s speech calling fe 
permanent alliance with “dear” 
sia while favoring “cooperat 
with the West, is not going to 
the situation very much. It is bo 
to have a disturbing influence on 
conference now going on in Brit 
as it suggests an extension of Ru 
power in the Mediterranean f 
the Black Sea to the Atlantic. 
statement by DeGaulle clarifies 
position which has always been 
pect. Up to now he has avoided 
ing out into the open and has e 
disavowed his Red affiliations. 
cocksureness of this latest move 
DeGaulle will give our country ¢ 
siderable pause for the advent of 
warfare has greatly changed our p 
tion vis-a-vis the African contin 
It seems that our Russian ally, wh 
keeping us out of her territory, 
managed to get a finger in every 
in which we are interested. Un 
this situation is clarified it is bo 
to bring unfavorable repercuss 
in view of Russia’s other polit 
activities which have been very 
concerting. As far as German 
concerned, it is well to reme 
that Russia has agreed to forego 
conditional surrender, and has se 
a government in exile in Mos 
without consulting us. And w 
we have carefully avoided comp 
tions as a result of this situation, 
DeGaulle incident may result i 
change of tactics on our part. 

As a result of this turn of aff 
we can expect that the diplor 
exchanges will continue to domil 
the scene and that it must necess4 
result in the taking of steps wl 
may be different from what we 
template—for we not only havé 
win the war but we have to win 
peace too, and that is going to 
some tall planning, resourceful 
and a most realistic point of v 
The climax cannot be very far 
now. 
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